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AGREEMENTS RESTRICTING CERTAIN SALES OF MOTOR 


VEHICLES FOR RESALE 





WEDNESDAY, JULY 21, 1954 


House or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCI 
Washington, D. ¢ 
Che committee met at 11 a. m., pursuant to call, in room 1334, Ne 
House Office Building, Hon. Charles A. Wolverton (chairman) pre 
siding. 
Phe Cuatrman. The committee will plea 
We regret exceedingly the de lay that 
the hear he's, but we had an mportant } tter of bi 
committee that was continued from yesterday and we felt that it 1 
mportant that we should come to L final col iusiON With resp 


be in order. 
. ? 
i een or as1onead nstalt 


t. That was the reason that you have been put to the inconve 
of waiting until this late hour for the hearings to proceed. 
The committee meeti o was ealled for 9 o'clock this morning wit 


the idea that we would have the business out of the way by 10 o’clock, 


] 


1 


but it was, however, impossible to complete it by 10 o’cloe 


I want to give recognition to the fact that we have as guests thi 
morning 30 young men from Glendale, Calif., within the congres 
sional district of our esteemed and distinguished colleague, Mr. 
Hinshaw. 

These young men have traveled all of the way from Califor to 
Washington. They are on a tour of the United States, and we feel 
highly complimented that t ley we uld attend our committee hearing 
this morning. 

I realize that time does not permit me to make any extended ex 
planation of our committee, but permit me to say that this committee 
has been in existence since 1795. It is one of the oldest committees of 
the Congress. 

It has jurisdiction over matters of interstate and foreign commerce, 
so that practically every regulatory body within the United States, 
such as the Interstate Commerce Commission with jurisdiction over 
railroads, trucks, and buses, and inland waterways, and so forth, and 
the Federal Communications Commission, with jur diction over 
television, radio, telephones, telegraphs, cables, and so forth; the 
Federal Power Commission which has jurisdiction over the inter 


state transmission and sale of electric energy and natural gas, and the 
( ivil \eronautics B yard, wh h ha jurisdic Ol ) C1IV1i av { 





both foreign and domestic, come Wit 1 the ul diction of this con 


mittee. This committee also has i risdiction over public health an 


science, securities and exchanges, railroad labor, and so forth. 
It has wider and more varied jurisdiction than any other committee 


of the House. 








We hope that vou yroht by vour attendance this morning. 

! bills that the e ttee has eduled for hearing this 
= ! > 

e H. R G9, . Mr. Crumpacker, H. R. 


H. R. 9917. bv « oll eo | Ol ttee, Mir. Hinshaw 


MiG, am I i 2 

H. R. 9769 is a bill to end the Federal Trade Commission Act 
with respect to certain contracts, agreements, or franchises to enable 
ufacturers of automob und truck und their franchise dealers, 
to protect their good v the business of mal racturing and dis 
tributing automobile dt ks, made or sold by them, by restricting 
franchise dealers from r ng to certain unauthorized persons. 


H. R. 9916 is a bill to amend section 5 \ if the Federal Trade 














tie One Ol t e of cl l { 
H. R 9917 isa bills milay to H. R. 9916 apy cable to motor vehi les 
only. 
The bills above referred to, together with the reports of the execu 
tive departments and agencies on these bills, will be made a part of 
ie reco a il this pon { 
Phe lattel ibe ve re ferre itToisA follow 
a..5 t S ( 2 
I I l tracts 
Y t ind their 
s ; } v d dis 
B } acted bu the Senate and House Representatives of the United States 
of A a in Congress assembled, Tha eetion 5a of the Federal Trade Com 
miss Act, as amended (66 Stat. 631, 632; 15 U. 8S. 8. 45), is further amended 
by ling the end of subsection (5 f said section 5a the following subsection : 
‘(6) Nothing contained in any of the Antitr t Acts shall render unlawful 
nv contract. agreement r franchise \ hie] nv dealer new motor vehicles 
wil erates as such under a inchise granted | e manufacturer of such 
‘ es agrees with such ma fa r that ich « el t resell, either 
dire rr indirectly, a ent 1 I e] e! le | such manu- 
f to any person, partnership, corporation, or other entity engaged in 
' } ne of se ng ; , mot e} eS her than a person or 
ent operating under a fran e OI ithorized dealer agreement with such 
ma facture! 
Nothins e4 Ant \ e it unlawful 
i nufacturer of motor ve es to enforce any greement authorized by 
paragraph (6) by refusil to to, or canceling the franchise of, any dealer 
vho knowingly sells current model motor vehicles made by such manufactur 
to any person, partnership, rporation, or other entity engaged in the business 
f g new or used motor ve es other than a person or entity operating 
under a franchise or authorized dealer agreement with such manufacturer 
wor vere ! d ! ent persons 
parti col i S. excel banks, com! i ‘iers subject to the 
Acts commerce carriers, and foreign air carriers subject to the 
Civil s Act of 1938 persons, partnerships, or corporations sub- 
‘ ds (ls Co é t vided for in section 


106b of said Act, from using unfair methods of con petition in commerce and 


f ‘ S omer 
6 8 ( 

\ RILI ' ; } I ler I ( Act with respect to 

1 I 1 t h the s of manufactured 


Be it enacted by the Senate and House of Representatives of the United States 


' ricd mm CONGTESS ASSE d, That section 5 (a) of the Federal Trade Com- 
missic Act (15 U.S. ¢ S i 1) amended by adding after the first para- 
graph thereof new }] ig h as follows 
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[ 
| For the } poses this sec ! shall he dee ‘ I 1 r method ¢ 
competition ! I ( nd an unt rr dece] ve ac nr e iy 1 ee 
for the nufacturer of any prod » charge or collect from a person ! 
sul muta sells wl roduc hn col erce any int represente is ¢ 
! ted to freight or tra vorta n £es he ext l ich at u 
s excess of the act lL cost { ih manufa ‘ f the freight or othe s 
on charges il red in iking deliver f su ct such perso 
I. RK. 9917, 83d Cong 
BILI ¢ é 1 I | ( 
+] ' 
. / t enacted 1e Nenate and H ge ¢ Representatin ( he United St es 
1 pre ( n Co 8 embled, That sec mo i) of the I leral Trade ¢ I 
mission Act (15 U.S. C., see. 45 (a is amended by adding after the first para 
vraph thereof a new paragraph as follow 
¥ r the J ( ft t S sect t ] if hy p 
of mpetition in commerce, and an unfa deceptive act or pra e il 
erce, f he manufacturer of motor vehicles to charge or collect fro person 
Who sticl ll il iclure st S any ich 1 I vel it I t I i l T 
epresented as 0 il buted to freight or t I ‘ il n charges, to e extent 
that ih amount i excess of the ctua os o such ma facurer of the 
[reig othe insport n ¢l a | rea n making delivei of such 
motor ven ‘ such yp SO 
He 
iE S 
le 
V 
contract, agreement ,or franchise by which any franchised deale grees with 
the manufacturer by whom fra hised not to resell any current mode mot 
ehicle of that manufacturer to any ! tor vehicle dealer other tha one fran 
chised « thorized by that manufacturer. The proposal would further provide 
that nothing contained iny of the antitrust acts shall make it unlawful for a 
7 manufacturer of motor vehicles to enforce any agreement so authorized by refus 
ng to sell to, or canceling the franchise of, any dealer who knowingly violates 
he agreeme 
The Sherman Antitrust Act expresses the national policy against permitting 
any contract, combination in the form of trust or otherwise, or conspiracy n 
restraint of trade. The legislative proposal under consideration would create 


xception to this policy in that it would authorize a restraint of trade by con 


cts or agreements between a motor-vehicle manufacturer and its dealers. The 





Commission believes it undesirable to create exemptions of this kind to the ar 
trust laws and the basie policy of free competition expressed therein Passage 


of H. R. 9769 would be a signal for other segments of our economy to press for 
special dispensation of a similar nature and would initiate a piecemeal abandon 
ment of our national policy of unencumbered competition 

The right of a person engaged in trade to select his own customers is an import 
ant concept within the principles of the antitrust laws. This is demonstrated 
by the inclusion in section 2 of the Clayton Act of the provis ‘that nothing 


herein contained shall prevent persons engaged in selling goods, wares, or mer 


chandise in commerce from selecting their own customers in bona fide transac- 
tions and not in restraint of trade.” This right of the individual to select his 
own customers was deemed so basic that its inclusion in the Clayton Act was 
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over the protests Oo! I I f tl ght its inclusion would 
weaken the act by p1 ling ea wheret SE Li¢ might evade its pre 
visions by refusing to sell to pe ns who insisted on their rights under that 
ac 

\ the t S. 3596. 83 g 9 d t il with the bill 
bef ‘ ir < et iced ! e >; ‘ i te ent a pa 
ing é ntroduct f the S ind by vo troduced at 
th gegesti of the N ‘ bile Deale \ 1 an effort to 
pre I eg o f l I » unauthorized 





( Ll yt 
bi 
d appear re hable to exper it i d ers would prefer to 
sell the ne cars at he regular ! rkuy ) isume than to sell at little o1 
fit to unauthorized « As a equence i idespread practice by 
franchised dealers of “b tieg cal inautl zed dealers is more likely 
th t ( re I { i ‘ ve! re car han they can 
d é é eg tr ( pe therefore, tl 
H. R. 9769 is dire d at t, rather than the LUISE if the situation that 
eXist in the l é 1 ry, and that its ¢ tment would not serve 
the purpose of preventing ink ip es i a e dealer The denial t 
dealers who are overstocked \ ‘ i of means of disposal through 
l inchised ¢ d 1 ve the ma in which those 
dealers y find the 
r} Col ve inufacturer-dealer rela 
I S Lit I manutacture 
i new car ‘ f ‘ I iy handled Phe 
( I s hoy ¢ irre I ¢ I 1e industry 
be sf int to <« Ie ! h the De} tment f 
J e! ‘ i \ s ( mis has. sinc 
< l - rat the l mot el to J cices 
l ‘ H ever i the Commisslo 
R \ r Vel e Ind ry ted ) \ 6S, 76th Cor 
ses ) ciuded th rorcing t engaged I I ehicle manuta 
ers ha me resulted in « ! eing ged to cut cash prices or 
exces e trade-in ;: I ~ e il ‘ ed to financial failures of 
deal Ss 
The Departmer tJ s investigations of the a notive industry ma 
tl the situ ) ‘ l toe with 1 ) to the dealer structure 
in | aust! Poss S [ l ered hich could be 
p led against ( elievil on il hich dealers are said 
to fir isel ve 
li e solution is 1 Lo di ch proceeding nd consideration of remedial 
legis Ss deem ' ted, it is believed that : lore mplete factua 
background should first be obtained, because of other industry practices, includ 


ins tio rf ter e ¢ rol by manufacture r dealers, of which 
CO aints have been n and rther bec: e « cel anges in the industry 
li S 4 rie oO ittel lto H Join Resolution 484, S3d 
Congre resolut \ ] been referred the Committee on Interstate 
al Foreign Commerce of the House of Represent es, Which would direct t! 


Federal Trade ¢ nmission to cor t an invest tion of the automotive indus 


try with the purpose of ascer the ful ( d among other things 
re t hat char : ts y be required in exist antitrust laws t 
cope Ww unde le | hic] J ive rise in the automotive 

‘ \ 

Under the “fair trade” acts now in existence in 1 States, a manufacturer 
of ( narkes randec mm t munodities in 
the ie general class pre v others 1 ontrac th his dealer whereby 
+} t + } { 


‘ a ti ( Dy the manufacturer 
The MeGuire Act of 1952 ar led the Fede Trade Cor ssion Act to provide 








tl nothing in the Fed i le Commission Ac r in any of the antitrust 
act | render unlawti any contracts or agreement rescribing minimum or 
stipulated resale prices for ymodities he ing the t cle lark, brand, or name 
of the produce! ! tor hen the « l ree 1 open competi 
tion with competing mmodities of the same genet ( , When contracts or 
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is to be made or in the State where the Commodity is to be tr Sy ed for such 
resale 

Inasmuch as the practice of bootlegging cars denends Dol es bv f 
chised t nfranchised dealers at prices { illy er than the pre ng 
retal pl a motor-vehicle manufacture ~ ready S ae t 

fair trade aws to stop “bootlegging” by contract y th s deale é V 

the dealers 1 y not re sell motor vehi Ss Del Prices sé by he minut ‘ 
It i herefore difficult to see anv urgent necessity n f ere S I ad 
at all, for the legislation proposed 

For the reasons stated above, the Commission recommends that H. R. 9769 
be not enacted 

By direction of the Commission 

Sincerely yours 
. Epwarp F. Howrey 


Cheirman. 


> 


N. B Pursuant to regulations, this report was submitted to the Bureau of 
the Budget on July 16, 1954, and on July 20, 1954, the Commission was advised 


that there would be no objection to the submission of the report to the committee 























Rosert M. Parrisni 

secretary 
DEPARTMENT OF JUSTICE. 

OFFICE OF THE DEPUTY ATTORNEY GENERAL, 

Washington, July 1. 1954 
fon. CHARLES A. WOLVERTON, 
Chacrman, Committee lnterstat ind | an Con ( 
House of Representatives, Washington, D. C. 

DrarR Mr. CHAIRMAN: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 9769) to amend the Federal 
Trade Commission Act with respect to certain contracts, agreements, or fran 
chises to enable manufacturers of automobiles and trucks, and their franchise 
dealers, to protect their good will in the business of manufacturing and dis- 
ributing automobiles and trucks, made or sold by them, by restricting fran- 
chise dealers from reselling to certain unauthorized persons. 

The bill would amend the Federal Trade Commission Act, as amended (15 
U. S. C. 45), by adding two new subsections to section 5 (a) thereof (designated 
da” in the bill). The new subsection (6) would provide that nothing in any 
of the antitrust statutes sl render unlawful any contract, eement, or 
franchise by which a saler in new motor Vehicles agrees with a manufacturer 
that such dealer will not sell, either directly or indirectly, a current model 
motor vehicle to any person or entity ¢ ged in the business of selling new 
or used 1 tor vehicles other tha one who is one iting ne ) 
authorized dealer agreement with the particular manufacturer. The new sub- 
section (7) would provide that nothing contained in any of the antitrust statutes 
would make it unlawful for a manufacturer of motor vehicles to enforce any 

. agreement authorized by the new sub ‘tion (6), by refusing to sell to, or by 
canceli the franchise of, any dealer who k wingly violates the a 
Under the bill, the present subsection (6) would become subsection (8) of the 
act. 

It should be noted that the bill seeks to provide an exemption from the anti 

. trust laws by amending the Federal Trade Commission Act. Such a provision 
‘u the Federal Trade Commission Act would lend disorder and confusion to 
th body of Federal tatute law overning trade ind commerce he prope 


place for specific exemptions to antitrust laws would appear to be in the anti- 
trust laws themselves. 

Apparently the proposed legislation is designed to meet current conditions 
in the automobile industry which have resulted in the practice of “bootlegging” 


new automobiles to used-car dealers for resale at prices below the prevailing 
level charged by new-car dealers. A large volume of production has recently 
created surpluses of new automobiles in certain areas of the country. As a 


result. some franchise dealers have sold their vehicles to used-car dealers in 
order to liquidate their inventories, while other franchise dealers have heen 
willing to take a reduced profit in order to increase unit sales. This in turn 
has created price weaknesses in the automobile industry which many fran- 
chise dealers have regarded as a serious threat to sales and profits. Proposed 
solutions” by the industry itself, which were rejected, would hi: mposed 








re r ' 1 tr ' ' ‘ >} at onstitutec 
, ‘ rence 
t t 74° l t 
‘ ‘ l \ 
« | R ‘ , ‘ ‘ 1 in 
‘ ‘ ‘ I ‘ Ine \ 
‘ ‘ nee \ 1 
] ‘ ‘ bh no mea 
‘ ’ TT Y 1 \ 
wm I f wh i 
' r , ct or me method 
~ | ‘ é ‘ t ‘ l¢ 1 us 
' , pasa f a Gace a 
‘ | I Lute 
‘ I eT the 
| 14 ‘ eve nd ul 
; f my I 
‘ 1 ( ‘ e ] 
J ‘ petit ( I 
tor é ] I ! ( nif mpering 
‘ . 5 ' ' ntel 
\ I 1) J é s | enact! nt of the | 
H wige \ en he ‘ Ss ] oO ec ion LO it 
» 
\ ‘ . Rocers 
D ty Attorney General 
] S OF CO 1 I 
gto luly 21, 1954 
H CH A.W 
Cl man. Cor J tate ) For ( mmerce 
Washington, D. ¢ 
1) 2: M CHAIRMA tte : Diy equ 1 July & 
1954. for the views f this De ment with re ect t H. R a bill “to 
amend the Federal Trade Commission A With respect to certain contracts, 
agreements, or franchises to enable manufacturers of automobiles and trucks, 
and their franchise dealers, to ] ect their good will in the business of manu 
d ib o § d t ks ad r sold by them, by 
t a ‘ ‘ ene oO cert haut rized persol s.’ 
The bill would authorize automobile manufacturers to enter into contracts 
with their dealers which would prevent the dealers from selling new cars to 
new or used car dealers not franchised by the manufacturer. The manufacturer 





would further be authorized to cancel the franchises of dealers violating the 
terms of such contracts 


l at 


This Department recommends against the enactment of this legislation 


this time 


We believe that this subject-matter should be studied in conjunction with the 





‘ el ns and sior he Attorney Gene s National Commission 
Study the Antitrust Laws and the policies adopted in light thereof. We, 
there! e, rect I | hat cl egis for he purpose of H. R. 9769 
be deferred dations and conclusions of the Commission 
have been s 
Due to the icy of matter, we have inable to secure the advice 
of the Bureau of the Budget as to the relati lip of this legislation to the 





program of the President 
Sincerely yours 
SINCLAIR WEEKS, 


Necretary of Commerce 
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MN | b 
Hon. CHARLES A. WOLVERTON, 
Chairman. Committee on Interst 
and Foreign Commerce, 
DreaR Mr. CHAIRMAN: Reference is made t \ request the S 
of Defense for tl views of the De} ‘ Ly nse respe l 
Y769, S8d Congre a bill “to ame t ede rade Col \ 
res] 0 Cel i ( ig I Ss, I ¢ l 
or au bile ind S the tra t ers, to | ( he 
business of manufacturing and dist1 iting automobiles and 
id by them, by restricting franchise deale from 1 ing to cert 
‘ized persons The Secretary f Defense h delegat { he ] 
parti ent of the Army the res] msibility for ex pre sing the vie Ss ol he Depa 


ment of Defense thereon 


The Department of the Army, on behalf of the Department of Defense, } 


Co 5 cle re a he abo e-mel { her I i Lhe | i pa { tui i , i t i I 

facturer of motor vehicles, and his franchise dea n ithst ng the 

knowingly sells current model motor vehicles made by such manufacturers 
‘ I | 


authorized dealer agreement 


The Department of Defense principally purchase s vehicle I 
manufacturers or accredited distributor ind ! engaged in the business 
\ ‘ 
For the reasons set forth above, the Department of the Army be 


proposed bill into law. 
I Ly rere I) nse ¢ n fore el sf ‘ m : l ‘ 
resu't the e tine f the } pose 
This report has been coordinated within the Department of Defense in 


cordance with procedures prescribed by the Secretary of Defense 


submitted without a determination by the Bureau of the Budget as to whet 
or not it conforms to the program of the President. As soon as such ad\ 
received it will be forwarded to your committee 
Sincerely yours, 
JOHN SLEZAK 
Acting Secretary of the Arn 
The ( ITLAIRMAN, I shall eall 1 list ot witnesses to as rtain who 
present. When your name is call | 


that your statement will tak 


ed, please indicate the le) oth of time 
f e, and whether it would be pos ble CO? 
solidate statements in order to conserve time, in view of the lateness ol 
this hour, and the important business before the House t ifternoon. 

It is my understanding that the witnesses who appear toda ilso 
appeared before the Senate committee yesterday, which in itself makes 
a duplication of hearings. For that reason I am hopeful that it will 
be possible to summarize your Statements, having in mind the fact 
that you had a full opportunity to testify before the Senate committee 
yesterday. Those hearings will be available to this ( ommittee ] the 
conside1 ition of this legislation. Your full statement will be inserted 
oe gentlemen to 
} 


answer to their names and indicate the length of time that their state 


in the record as if delivered. I] will ask the followin 


ment will t ike, 


' 1 etre e 
{ | iereupon, the chairman called the roll Ot 


the list of witnesses for 


the day, as above Indicated, afte which the following proceedings 
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STATEMENT OF ROLAND F. KIRKS, GENERAL COUNSEL, NATIONAL 
AUTOMOBILE DEALERS ASSOCIATION, WASHINGTON, D. C. 


Mr. Kir«s. Mr. Chairman. as counsel, may I speak for the witnesses 
that are listed there ? 

The Cuarrman. Yes. What is your name please / 

Mr. Krr«s. Roland F. Kirks. 

The Cuarrman. Are youa Washington attorney ? 

Mr. Kirxs. Yes, sir. 

The Cuarrman. Do you represent the proponents of this legislation. 

Mr. Krrxs. That is correct, sir. 

The Cuatrman. And, what did you wish to say? 

Mr. Kirxs. I would like to say that all of our witnesses’ time could 
be allotted to a half hour if we could be afforded that much time, Mr. 
Chairman. 

Yesterday, of course, we consumed a great deal more time, when we 
were there in that hearing from 10 a. m. until 6 p. m.; but if a half 
hour could be accorded us, we can present our entire case in that time. 

The Cratrman. I certainly will see that you have that length of 
time, and I will leave it to you to indicate the order in which you wish 
the witnesses to be called. 

Mr. Kirxs. Thank you, Mr. Chairman. 

The Cuarrman. Now, will these gentlemen answer to their names, 
please ? 

(Thereupon, the chairman continued with the calling of the roll as 
above dicated, after which the following proceedings were had.) 

The Cuatrman. Now, I assume that those witnesses appear in be- 
half of the litigation. 

Mr. Kirxs. That is correct, Mr. Chairman. 

The Carman. Now, is there anyone designated to speak for the 
opponents ¢ 

I have these names: Mr. Earl W. Kintner, General Counsel, Federal 
Trade Commission, Washington, D. C. 

Mr. Kintner. The Commis n’s report has been filed with the com 
mittee. I am prepared to read it, if you wish. I have no further 
statement to make in addition to the report, Mr. Chairman. 

The Cratrman. In view of the fact that every member of the com- 
mittee can read, maybe we can read the report instead of having you 
read it. 

Mr. Richard C. Webster, Sali sbury, Md. 

Mr. Werster. Here, Mr. Chairman. 

The Cuatrman. Joseph B. Danzansky, attorney for National Used 
Car Dealers Association, 1406 G Street, Nw., Washington 5, D.C. 

The Crerk. Mr. Chairman, he has requested that his statement be 
included in the record. 

The Cnatrman. That will be done. 

(The statement will appear late. ) 

The Cuatrman. And I understand that Mr. Paul M. Mulliken, exe- 
cutive director, National Retail Farm Equipment Association, 1014 
Locust Street, St. Louis 1, Mo., has also requested that his statement be 
made a part of the record. 

The Cierx. Yes, Mr. Chairman. 

The Cuarrman. These statements that have been referred to will be 
placed in the record at the appropriate place. 


Are 
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STATEMENT OF HON. SHEPPARD J. CRUMPACKER, JR., A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF INDIANA 


The Crairman. We will have the statement of Mr. Crumpacker. 


Mr. Crumpacker. Mr. Chairman, and gentlemen of the committee, 
this bill is designed to aain possible the reinstatement of an ant. 


bootlegging clause in the franchise agreement between manufacture! 
and dealer. 

Prior to 1948 such an agreement had been in franchises for 40 yea! 
They were removed in 1945 only because the then Attorney General 
indicated he thought they violated the antitrust laws. 

The new car dealers and the manufacturers wish the clause 
stated. Even though the legislation is permissive rather than mat 
datory, the manufacturers have said they would reinstate it if they 
could do so without fear of criminal prosecution. 

The present Attorney General adheres to the view of the Attorney 
Genera! in 1948 that the reinstatement of the clause without leg 


tive authority would violate the antitrust laws. However, the Atto1 
ney General has cited no autho rity or precedent for such a position 
It is anal al fact that competition In the automotive ind istry wa 
not stitiec l by this clause for the +0 vears it Was 1n ellect. 
The consunung public will benefit by this bill’s passage because it 
will preserve the stable, esponsible hew car deater that pro} erl: 


services and maintains the car throughout its life. 

The general public will be benefited because the economy of the 

Nation will be materially enhanced by the preservation of the jobs of 
750,000 employees and their families who receive approximately $21, 
billion annually from the new car dealers. 

The manufacturer will be benefited bs the preservation of its retal 
outlets. 

The passage of this bill will not drive the used car dealer out of 
business. ‘The used car business was a healthy one for the 40 yea 
this clause was in effect and there is no reason it can’t be a healthy 
one now if It is reinstated. : 

The bill would tend to keep the used car dealer out of the new cai 
business. 

The bill would tend to eliminate undesirable advertising and selling 
practices of the current-rate new car seller. 

The bill is not designed to solve all the problems of the automotive 
industry but only the most critical and immediate one which has to 
be remedied now before it is too late. The present state of affairs is 
such that the new car dealers cannot wait for other problems to b: 
explored and discussed before giving relief in this quarter. If we do 
not save the new car dealer now he will not be around to discuss the 
other problems that we all know he is faced with. 

The passage of H. R. 9769 will save countless dealers and prese rve 
a sound economy for the Nation’s largest retailing operation whi 
is made up of some 44,000 small- business men. 

The CHarrmMan. Now, Mr. Kirks, will you kindly inform me who 
you wish to call as your witnesses. 

Mr. Kirxs. The first witness will be Adm. Frederick J. Bell, execu 
tive vice president, National Automobile De alers Association. 

The CHatrman. Admiral Bell, we will be glad to hear from you. 

Mr. Kiexs. Mr. Chairman, may I request that there be added to 
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iation, 


the lis i thesses which you have mentioned, for our associ 
1 
i 


the name of Mr. Herman Schaeffer, from Indiana, who would like to 


STATEMENT OF REAR ADM. FREDERICK J. BELL, UNITED STATES 
NAVY (RETIRED), EXECUTIVE VICE PRESIDENT, NATIONAL 
AUTOMOBILE DEALERS ASSOCIATION, WASHINGTON, D. C. 





Admiral Beitu. My 1 ’ Frederick J. Bell, rear admiral, United 
States Navy (R red). ind | m executive vice } esident of the Auto- 
mobile Dealers Association, whose national offices are situated he 
in the District of Colum \ 

Since early last fall, NADA has been deluged with requests from 

ers of all sizes, handling virtually all makes of car in) | ractically 


every State in the Union urging that immediate steps be taken to curb 


this business-wrecking pra e of bootlegging 
At its meeting in December 1953. our executive committee considered 
what i: PI roach or action N ADA houl it ule yell te bootlegging 
of n Ww autom biles. Th ( ‘tive com! tee after much discussion 
‘termined that this problem should be referred to NADA’s several 
“make” advisory committees for their consid on and specifie recom 
i iatiol | t .. nrime | VW aire ed ti di | ne matter 
of bo eging with f y top manageme! d to req t eacn 
factory to go on record to its organization, in writing, stating that it 
yposed the practice of bootlegging and that it subseribe to the policy 
that tS deaters wel te f t retail, not whol ( ; 
I should like to describe briefly the composition of our make advisory 
committees As their 1 wne ») es, the r function 5 purely L\dvisory 
! ture There is o1 make advisor’ ( mittee Tor eacn Oo the 16 
s of passenger ¢al Each make comn ! cl ~ F « deal 
I fr« each State ha a] oO C1 ikke oO} \Ve us have Tol acn 
an advisory committes nsisting of nan from each of the 54 


NADA States and dist 


In January 1954 auvine NADA’s annual convention, our make ad- 


visory committees met to discuss the problems peculiar to their own 
make, as well as pro yblems affecting n lany or al ll makes. Reflecting the 
ews of all dealers each committee urged immediate action to stop the 
flow of new cars through nonfranckhised dealers. 
We pera promptly to collect facts from ‘very State in the 
Union co! cer! ng the extent of bootlereing and the adverse effects of 


this pra ‘tice on the pi ublie, the e¢ NA ry, an d our industry. 

On February 23 and 24, NADA’s president . general counsel. 
and I talked with the aecbialt general counsel, and others at Gen 
eral Motors, Ford, Chrysler, and Nash. We went to Detroit with a 
definite plan of action to propose, but eager to listen to any other 
solution that might be offered. 

We asked each manufacturer three questions: 

(a) Do you agree with us that the situation is serious and that time 
is of the > essence 4 

(>) Tlave you a remedy that can be applied at once? 

(-) If not, are you w illing to accept the solution We propos se ? 

The answers were in the order, “Yes,” “No,” “Yes.” In other 


words 
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(a) Factory top management shared our views as to the seriousness 
of the problem. 

(0) Mhey had no solution to propose. 

( ) ‘| } ey were W illin to accept our pl mos vi ech cor sted of 


efforts to obtain from the Department of Justice a state ent tha 
criminal proceedings would not be initiated against manufacturer o1 
dealer in the event that an antib otlegeg ng muse Wa relnstated 
the franchise and. coneurre ntlhy, ‘fflorts would be made to obtain 
troduction and enactment of an amendment to the antitrust laws 


which would make an antibootlegging clause legal. 
Discussions were also had with Studebaker and Packard, and their 
ivreement obtained. 


On February 24 and 2 I9o4, CGrenern lotol d Ford directs 
letters to their respect lve dealer bodies deploriu Oo the practice of boot 


Further conferences were held at the general counsel Jevel March 8 


rough ll, and again on May 2S 

A lengthy and comprehensive brief was prepared by NADA’s ge1 
eral counsel and his staff and presented to the Attorney General « 
May 6, 1954. 

On the basis of the facts and the legal arguments set forth in the 
brief, the Department of Justice was requested to waive is right to 
criminal proceedings indefinitely, or alternatively, for a specified time, 
through the medium of a railroad release Inthe event that the so called 
antibootlegging clause were reinstated in the franchise between auto 
mobile manufacturer and dealer 

On May 27, 1954, NADA was advised by the Department of Ju 
that it could not 





nderte} to waive the institution of crimit rrr t 
a contractural provision should we decide to test its legality if embe ‘ ‘ 
National Automobile Dealers Association should incorporate it he 
agreements with manufacturers, since it raises important q l 
intitrust laws. The same considerations require us to deny ir alte 
request for a waiver, for a specified period of time, of the 1 y 
stitute criminal proceedings with respe to sue} rf) ‘ ) 


association, if it is undertaken by them 


Immediately after receiving this denial, a further conference is 
arranged which was held on June ar At that time a ib titute pl 


posal was made by NADA. We requested*that, should the Depart 


ment of Justice determine to test the legality of such an antiboot 


legging provision in the franchise agreement, the test wo ld be « 
ducted in the civil courts, and, further, that should the results of su 


a test be in favor of the Government a reasonable time would be 
allowed for the manufacturers and dealers concerned, act vit 
promptness and due diligence, to remove the clause from the fr 
chise agreements. In short, we requested very simply that any further 
litigation, if instituted, be civil rather than eriminal in nature. 

On June 11, 1954, this request, too, was denied by the Justice Depart 
ment. 

In a final effort to obtain Justice Department clearance a confer 
ence was arranged with the Attorney General and held June 15. u\t 
that time, we again discussed and reviewed the whele bootlegs 
problem and NADA’s previous requests. The Attorney General was 
urged to act under the rule-of-reason approach rather than one of 
presumed guilt and per se violation. He was again asked to agree that 


per 
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if the antibootlegging clause is reinstated in the selling agreement 
between the manufacturer and dealer, and if the Department should 
subsequently determine to test the legality of such a provision, that 
the test be conducted in the civil courts, and that shoul 1 such a test 
establish the ar tibootlegging provision to be a violation of law then 
the gullty parties be given a reasonable time in which to comply with 
the court’s ruling and, if they did not act with due diligence and in a 
rea onable time, then t would be expected that criminal 
follow. 


action would 


It should be po nted out that such a clause existed in the various 
franchise agreements for n any years al d at no time during that 
pel od Was intensive col pet tion restricted n the automobile indus 
try. 

7 he Attorney General again stated that the Justice Department 
could not upprove the \ rie substitutes we had proposed 

We continue to believe that our request to the Department of Justice 
was a proper one. We acted under what we consider to be a rule-of 
r approach. Weare confronted with an abuse of free-enterpris 
col tion that has serious marketing and ecor omic effects on an 
industry that gives employment to more than three-quarters of a 


mii ? peop le and has an overall capital investment exceeding that of 
its Sup} yliers. 

After receiving this final rejection by the Department of Justice no 
alternative was left us. ‘The only remaining course was to appeal to 
Congress for legislative relief. S. 3596 was introduced in the Senate 
on June 1i by Senator Dirksen and the companion bill, H. R. 9769, 
was introduced on July 1 by Congressman Crumpacker. The passage 
of much needed leg sla tion will proy de the relief we seek, 

I speak in behalf of H. R. 9769. 

The term “bootlegging,” as understood in the industry, means the 
sale of a new automobile by a franchised oe to a nonfranchised 


dealer for subsequent resale to the consumer : anew car, 

For many years there existed in the franchise between the manu- 
facturer and dealer a provision that poate dent subject to penalty 
if he sold a new automobile to a person other than a fellow dealer in 
the same lh ne Ol rect to the customer. 

In 1948 this provision was removed from the franchises by volun 
tary action on the pal f the manufacturers. This step was taken 
because of indications that the De , a nt of Justice planned to insti- 
tute criminal proceedit 17S against one or more manufac turers, alleging 


that the So called antibootlegging ear was In violation of the anti- 
trust laws. 

In re trospect, this threat of criminal proceedings on the part of the 
Justice Department is unusually interesting not only because the anti- 
bootiogs ing clause, through long-continued custom and a had 


become an accepted part of the factory-dealer relationship, but because 


an ensive investigation of the automobile ncastry had been con- 
duct ee by the Federal Trade Commission in 193 39 and during the 
ensuing years until 1948 no hint of criticism of ‘the antibootlegging 


arrangement had been received from the FTC or the Department of 
Justice. 

Faced with unusually large inventories, rapidly diminishing profits, 
and threats of business failure, franchised dealers, during the fourth 


quarter of 1953, began in many instances to take desperate measures 
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to save their business. Bootlegging commenced on a large seal 


There were, of course, many contributing causes, among them be 


allegations of ove rproduction on the part of the factories, pressure 0} 


the part of the factories for the dealer to buy more than he could se] 
at a profit, overzealous buying m the part of dealers, inab ty to mel 
chandise effectively on the part of dealers, a race ft tol ‘ 


ship on the part of certain factories, a freight rate structure that ma 


the purchase of new cars a food Investment on the part of 1 autho. 


zed dealers who had no investment in service or maintenance faciliti 
and the lack of desire to invest in new automobiles on the part of a 
cautious public. 
Regardless of the contribution of these or other factors. the resul 
was bootlegging on a large scale and the rapid breakdown in the 
traditional form of new car and truck distribution. Immediate action 
was, and 1S, necessary to correct this situation and to restore a vital 
element of retail distribution to its proper balance in the economy 
Faced with these conditions NADA took the foll« 


Wing acto} 
In December 1953, our executive committee of 12 


t 
i 


presidents took official notice of a condition that was rapidly orowll 
more serious. 

January 1954, the board of directors of N \ DA, representing every 
State and several] large metropolitan ireas, took official notice : 
pressed the desire that immediate action be taken by the association 

In February of this year the president of the NADA, the general 
counsel, and [I went t 
presidents and general counsel of Gr ral Motors, Ford, ¢ hrvsler, 
and Nash. We also talked less formally with the presidents of Stud 
baker and Packard. 


We went out there with a definite plan of action to propose, but v 


) Deti it nd LD rh and talked with the 


were eager to listen to ai y alternate solution that the factories might 
have. We asked each manufacturer three questions: 

“Do you agree with us that the situation is serious and that time is 
of the essence ?” 

All said, * Yes, we do.” 

We said, “Have you a reme ly that can be ay plied at once / 

And they said, “No, we have not.” 

We then asked, “If not. are you willing to accept the solution w 
propose ?” 

And they said, “Yes.” 

We proposed to them that we go to the Department of Justic 
an effort to obtain from them a statement that criminal procedure 
would not be initiated against either the manutacturers or the deale! 
in the event that the long-estab] hed antibootleeging clauses re 
reinstated in the franchise. 

Discussions were also had with Studebaker and Packard, and then 
agreement obtained. 

On February 24 and 25, 1954, General Motors and Ford direct: 
letters to their respective dealer bodies deploring the practice of 
bootlegging. 

Further conferences were held at the general counsel level Mare! 
3through 11 and again on May 28. 

A lengthy and comprehensive brief was prepared by NADA’s vet 
eral counsel and his stafl and presented to the Attorney General 
May 6, 1954 


91706—54 ~ 


on 
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On the basis of the facts and the legal arguments set forth in the 
brief, the Department of Justice was requested to Waive its right to 
criminal proceedings ndefi ely—or, aiter atively, for a specified 

me—through the medium of railroad release, in the event that the 
o-called antibootleg ¢ clause were reinstated in the franchise be 
Lwee tutomobvil ! i] re il aeatel 


Phir Week iater, ¢ M \ 7. Assistant Attorney General Barnes 


On June 2, at a conference in Judge Barnes’ office. a sub titute pro 
Pp | was made by NADA in requestu o that, should the Department 


Justice detern Ine TO Test the legal t\ of such an it bootlerging pro 
vision in the franchise ioreement, the test wou d be conducted in the 


vil courts and, further, that should the results of such a test be in 


invor oT the trovernment a reasona le t me would he allowed for the 
unufacturers and dealers concerned, acting with promptness and 


due d iwence, to remove the claus from the ra hise agreements, 
In short, we requested very simply that any further litigation, if 
stituted, be civil rather than criminal in nature. 
On June 11, 1954, this re t. too. was denied by Judge Barnes. 
In a final effort to obtain Justice Department clearance a conference 


arranged with the Attorney General and held June 15. At that 
me, we again discus ed and rev ewed the whole bootlegging prob 
m and NADA’s previous requests. The Attorney General was urged 
to act under the rule-of-reason approach rather than one of presumed 


nit and ‘i ’ lati? 
uit ana pel se VIOIATION. 


He was ag un asked t agree I it if the antibootl ooing lause Is 
rell Stated 1n the sel] he agreement between the mam facturer and 


dealer, and if the Department should subsequently determine to test 


the eaality of suc h a Hrovisio . the test he col d icted 1] the eivil court 3 





A! d that sh nuld such a test estab] sh the ant bootlege ng provision to 
be i violation of law, then the ouilty parties he oiven a reasonable 


time in which to comply with the court’s ruling and. 1f they did not 
t W th due diliger e and in a reasonable time, then it would be @A- 


pected that criminal action would follow. 

It w: pointed out that such a ause existed in the vari us franchise 
agreements for many years an at no time during that period Was 
ntensive competition restricted 1 the automobile industry. 

The Attorney General again stated that the Justice Department 
could not approve thi various substitutes we had proposed. 

We continue to believe that our request to the Department of Justice 
was a proper one. We acted under what we consider to be a rule of 
reason approach. We are confronted with an abuse of free enterprise 

petition that has serious marketing and economic effects on an 
industry that gives em loyvment to more than three-quarters of a 


million people and has an overall capital investment exceeding thai 


of its suppliers. 
We are confronted, too, with what appears to be a presumption of 
guilt in the absence to our knowledge of any test case. Ina final letter 


from Judge Barnes dated June 18 of this vear we were informed that 
the decision of the Department of Justice “was based solely on the 
applicable legal principles, existing case law, and the fundamentals 
of sound admit istratiol 7 There is a wide area of disagreement re- 
garding the legal principles. We are not aware of case law within 


our own industry. As for the fundamentals of sound administration 
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we regard it as indisputable that it is contrary to the publie erest 
1 Weakening of the economy, and the creation of chaos within a o 
established and usetu naustt Cll <¢ tive conditions are pel 


Mi tted to continue, 


After receiving t 1 ire] tlo v the Departme) of Ju e 
ilternat \ Wis fel us. The only | ! © ( is te i 
Congress for legislative re I >» b i roduced i es 
On dt ne ll by Senats Dirkse il ‘ } ~H R ‘ 
ntroduced on July 1 by Congressman ( packel he} we ol 
this much-needed legislation will provide the relief we seek, and ‘ 


isk | 
most respectfully urge its passage. 
I thank you very much, Mr. Chairman and gentlemen. 


Mr. Hinsnaw. Admiral, I have a statement from the De ni 





of Motor Vehicles of Southern California, which is the tem ry fre 
which I personally come, stating that the Department of Motor Vi 
cles sold 46,305 caravan permits in the calendar year 1953 and fr 
January l, of the rrent vear, oM ; ! t Is pproxil tel 
months—they had sold 14.652, which is ipprox mately at the same 1 
iS \ is granted int total of 

Now, these caravan tra $s101 1 ( 
mobiles as you speak tly from points else ere 
the United States to my 1 of | fornia 

| that the subject to I'l yf 

Admiral Bein. That } of that, Mr. Hin 
\ oreat many oft those e: I e ado reter o2 ipply tiie 
term “bootlegger” although it is not too good a term, but has ere 
up in the industry. A great many of those cars are either drive) 


towed, or in some instances vanned from some other location into ye 
State. 


Ir. Hinsuaw. And what is the reason why they can be so towed 


or va ed. from some other State into mv State, profitably / 


Admiral Beixi. As I tried to point out there, sir, there are man) 
reasons that are combined and I am convinced each of those reaso 


adi 


is correct toa degree. 
} 


Certainly, I imagine that you are referring to the question of freight 


rates. 
Mr. Hinsuaw. Exactly. 


Admiral BELL. And certainly, that Is al nducement ancl PTV ul 
iwement to continue this practice ot bootlegging. There i! De 


no denial of that at all. 

We agree, and as a national association, we think that this so-called 
phantom freight is bad. 
~ Mr. ‘Hinsuaw. Have you examined the two bills which I intro 
dueed shortly after Mr. ¢ rumpacker introduced his bill, namely, 
H. R. 9916 and H. R. 9917, which have an identical purport, except 
that one is confined to the subject of motor vehicles and the othe 
is in general. 

Admiral Bru. I have, sir, the one that is confined to motor ve 
hicles, and if I remember correctly, it restricts itself really to the sul 
ject of freight rates. 

Mr. Hinsuaw. That is correct. 

Admiral Betu. Yes, sir. 
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Mr. Hrnsuaw. Now, is there any reason why the people in any 
part of the United States should pay, in the price of the automobile, 
more in freight charges than is actually paid for that freight? 

Admiral Betz. I certainly see ho reason why he should, sir. 

Mr. Hinsuaw. I realize, of course, that the so-called assembly 
plants that have been established in various parts of the United States 
have been established largely to take advantage of freight ditter- 
entials. They may also be of some convenience to the dealers. I am 
not certain about that, as I am not in the automobile business. 

But, certainly there is a great advantage as to rates, if you ship 
automobiles knocked down to an assembly plant and then distribute 
from there perhaps by caravaning, or by hauling by van, or what 
not. 

You reduce the cost of the material, do you not? 

Admiral BeLi. Of course you do. 

Mr. Hinsnaw. Now, why should not most of that advantage at 
least go to the public ? 

Admiral Bretx. Well, if I understand your question correctly, sir, 
you ar asking me if [ feel that th purchase oO} ny cOMmmMOdItyY 
should be required to pay a nonexistent freight rate? Of course I 
do not think he should. I am in full agreement with you on that 
score. 

Mr. Hinsuaw. Thank you. Now, can you quote rates? I know 
that one of the gentlemen here is from southern California, Mr. 
Honig, and is in your group. 

Admiral Bretu. Yes, sir. 

Mr. Hinsuaw. Could you quote the freight rate on a particular 
automobile—that is, the freight rate charged the ultimate consumer, 
and which the dealer has to pay also, I believe. First, the dealer has 
to pay it and then it is charged automatically to the consumer. Js 
that correct ? 

Admiral Bexx. I believe that is correct. I would prefer to have 
the president of our association, who is a dealer, and who will be the 
next witness, answer that question. 

The Cuatrman. Could I interpose at that point ? 

Mr. Hinsnaw. Yes, Mr. Chairman. 

The Cuarrman. What I would like to know is, could a simple illus- 
tration be given to us of just what this legislation attempts to correct ? 
In other words, assuming an automobile is made in Detroit and 
shipped out to California. 

Mr. Hinsuaw. Take Texas, or Maryland, or any place else. 

The CuarrMan. That is correct; but I am using it from the stand- 
point of California, because of the fact that you introduced the bill. 

Mr. Rogers. Don’t neglect Florida, ) fr. Chairman. 

The Ciaran. Surely we will net do that. 

What would be the freight rate; do you know ? 

Admiral Betxt. Mr. Chairman, may I say there, may I ask whether 
you are Inquiring about Mr. Hinshaw’s bill now or the other bill ? 

The Cuatrman. Both. 

Admiral Betz. Well now, you are addressing a question to me I 
think along the line of your bill, sir, and the specific answer, Mr. 
Chairman, I do not at the moment know; I do not know the freight 
rates. 


Beate 
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I would like to say to you and the committee that the National 
Automobile Dealers Association board of directors at a recent meet 
ing approved a recommendation that we make an extended study to 
collect facts in order that we can be very fully informed on the entire 
freight and transportation rate question in our industry. And, that 
study is going forward. 

Now, we can, Il am sure, provide the figures on short notice that you 
want, but we do not have them here this morning. 

The Cuarrman. Well, maybe you would know about the practice 
even if you do not have the actual figures. 

Admiral Betu. Yes. 

The Cuarrman. And what I have understood to be the practice, 
and I just want to make sure that is the case. For instance, if an 
automobile is sold in California or Florida, or in New Jersey, there 
is a freight charge that is made as if it had been sent by rail freight 
from Detroit to the delivery point, whereas it may not have actually 
come by rail freight, but may have been delivered in some other mai 
ner, whether it be by truck or driven, or what not; but at a cost which 
is less than what the rail freight would be. 

Is the charge made to the dealer and to the purchaser on the basis 
of the rail freight rate or on the basis of the actual charge in deliver- 
ing that automobile ? 

Admiral Brett. Mr. Chairman, we are fortunate in having here 
this morning, standing by, if necessary to act as a witness, a fellow 
statesman of Congressman Hinshaw, Mr. Honig, to whom you re 
ferred a moment ago, who is in a far better position than I to answer 
that question, he being a dealer and in a far better position to answer 
that specific question. 

The Cuatrman. I do not assume, Admiral, that it would apply on 
caravans. 

Admiral Bretu. It does, sir. 

The Cuarrman. And would apply elsewhere ? 

Admiral] Betu. Yes, sir. 

The Cuatrman. And I thought maybe your organization would 
have had some knowledge of that. 

Admiral Breuu. We have, sir; but I do not have those figures. We 
have an expert witness, in the person of some gentleman from areas 
far from here; areas that are particularly affected by that. 

[ may say, directing another part of my answer to your own bill, 
the passage of the legislation that we request and that we are appeat 
ing on behalf of this morning would in large measure reduce, if not 
completely eliminate in that it would remove the temptation to boot- 
legging automobiles. 

Mr. Hinsnaw. That is where I differ with you. The temptation 
to bootleg automobiles lies in the profit that is involved. 

Admiral Beti. Of course. 

Mr. Hinsnaw. And the profit in it because of the difference in 
freight rates. 

Admiral Betu. That is one of the reasons, sir. 

Mr. Hinsuaw. Yes, and if you eliminate the profit by requiring 
them to charge the correct freight, why then there would be a much 
lesser tendency to bootleg automobiles. 

Admiral Brix. There is far less, but there still remains the tempta- 
tion for a desperate dealer to get into volume sales at a very, very 


} 
1) 
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Kiest profit. As a mat of fact, as our president pointed out 
Ve Lv. bootleo ng a il t now become a prote Ion almost 
TT e > pusine ( the part of men who are 1] o to enter that 
10 of distributio 

( tan the question you a ressed to me is a most important one 

‘ ) rthe prac 

\ lin LAW Now lu tand 'e) ( | e Chicago, Detroit 
and | ipo l ot! ] f round the country that as many 
a ( olumns « I Tin Wwspapel vertis 9 for driv 

1 t I | i ol he | t 7 tes il “».* SC 

\dmiral Bentu. Tha orrect, sir 

M liinsnaw. A I unde und that most of those drivers ar¢ 

I" to make a delivery by caravan of dealer-automobiles, is that 
cor! 4 

\dmiral Bexx. That rrect, sir. 

Mr. Hinsuaw. I not { 16,000 permits were required in Cal 
tO yeal i l | esu | il the ime ti s true in othe 
S by get Oo to drive them they pay only the driver’ 
Kp Sand give him ti ori on to e xX it ert he is gon ‘ 

glad to do it vet there, and of un e, the dealers are glad 
) PCALIS Loe 1 ost as TT { ud by truck or by 
rail. 

Admiral Breit. May I say, sir, that ow dust) while perhaps 
the most vital one to al \merican peo tivelv ne and 
at the same time 1s 1n the process of evolut | there are many 
th vs about it, a 1 many aspects about the busine that have not 
re y gotten dov CO the proper level, the legislation we ar 
36 ne to have passed ere S mor! c ort to correct al 
abi se: Tocorrect an ey practi 

Mr. Hinsuaw. Well, I thank you for that statement. 

Now. Mr. Cl \ nan, i ti that example of rates fo transporta 
t10 of a certa uto op wi in l I he de 1e ated by make, 
st le. o1 anyi ho ¢ I ort, except t t it be e sume we oht auto 
mn b eB. Al 1 the rive e « oO transportatlo Ou be olven hy 
both rail, by truck haulaways caravanning and by any other means 
that fea ie I tl I hat should be giver for the record, as to 
the vario1 parts of the country. so that we may know what we are 
tallir iDo1 { 

Mr. Kier. Do I understand that those permits for caravans that 
vou refer to are for cars from deal and the ive not charged the 
freight rates on the sections where they are delivered, but are charged 
from some other place? 

Mr. Hixnsuaw. They are from dealer to dealer, as a rule, and from 
1 new car dealer to a used car dealer, a rule, but the used ear dealet 
i get a | caraval r ha LO mile showed ¢ thre peecometer, 
Ww ens the iomav hay t! eled any re om t0O0 Tt »>.000 miles 
‘ t |} peedon ter d onnected at r % bee) towed behind 
‘ er car, ] ( ust driven by a diive And the nev 
fy ht rate is charged 

\ Vv can make ) differe il in the f: ont eas lv by 
MAY to nay t} ( l li Nn 
“a y not iow. but I think that the cost of the delivery of an auto 
i bil from Detroit, standard make automobil IS something like 
S250 to $400. Am Leorrect on that, Mr. Honig? 
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STATEMENT OF SPENCER T. HONIG, DIRECTOR, NATIONAL A 
MOBILE DEALERS ASSOCIATION, LOS ANGELES, CALIF 


put 


Mr. Honitae. Mr. Cl 


he CHair N. Mr. Honig. w you give your nan na 
dada for the record ' 
* Hor Mv w VY. He c Angel Cali 
CH N. J 4! e 1 t leave t 
( e re mav Db the? 


y we pai ‘ ‘ ~ rht 4 ssemble 
iano i Li Ang 1) } “Lie pa | 
1 , 
] Wis 1} Do vor I meon that 
; 
That isthe freight rat 
And for the au 1") asa wl e, the average Tl yhntrat Or at vel 
. . ‘Ve ) 
to the dealer California averages approximately sox. 


Mr. Hinsuaw. That what L thought. I happen to be driving a 


rather heavy car and I believe the rat close to S400. 

Mr. Honig. That right, 

Mr. Hinsuaw. Whereas if it elivered by motortruck the 
is something | ke S180, or a thousand dolla atrip Tor 6 cars, a} 


lx ] pepe / 
mately. Is 1 atl orrect 


Mr. Honig. Ne f the motortrucks are lividually own Lf 
they are operated under the Interstate Commerce Commission t 
must charge the same rate rail; but if a company owns it 
trucks, they can bring them into their place of br iness from Detr 


from around S100 to $125. 
Mr. Htnsuaw. That islessthan I thought. 
Mr. Kiem. Will the 
Mr. Hinsuaw. Yes. 
Mr. Kuein. Is that saving then passed on to the public by t] 
ers, O1 do you vet the same price, reg irdless of hov thev are ade 
Mr. Honig. You are speaking about the new car / 
Mr. Kner. Yes: lam talkin 
Mr. Honic. That is the cost fit is brought n by a concert 


rentleman vield / 


is regulated by the Interstate Commerce Com If | 
it in on his own truck t would be different. Very few con) ‘ 
that Practically no dealers have their own transportat 

Mr. Krier. Will the gentlemar d for a further interm 
this? This is something that I have never been clear on. 


Mr. Hinsuaw. I will vield 
Mr. Kiery. Does not the automobile company deliver the car tot 
1d does he not then sell it alee d 


l 
Mr. Honu Y ec 
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Mr. Kiem. When I say company, I mean the manufacturer. 

Mr. Honic. The manufacturer delivers the car to the dealer. 

Mr. Kuri. Right. 

Mr. Honia. And we « harge the regular rate, fi ight rate, 

Mr. Ky EIN, Regardless of how it is sent to you? 

Mr. Honta. Regardless of how it is sent to us. either by rail from 
Detroit, or another place inthe East. 

Mr. Kier. Or by caravan ? 

Mr. Honic. No: the manufacturer does not use trucks veé ry often. 
The manufacturer—most of the manufacturers ship by rail. 

Mr. Kuiery. I see. And if they do ship by truck they use the same 
rate as the rail, 

Mr. Honie. Yes. 

Mr. Kier. They pay the same rate / 

Mr. Hontae. They pay the same rate. So, it would be about S350 
on anew car. Iam speaking of the franchised dealer, and the factory 
relationship on the freight. 

Mr. Hinsnaw. Now, will the gentleman yield ? 

Mr. Krier. I will vield the floor back to the gentleman. 

Mr. Hinsnaw. That price is charged automatically to the purchaser, 
sit not? 

Mr. Honta. That is right. 

Mr. Hinsnaw. Whether or not that price is paid the price of trans- 
portation is paid to the manufacturer. 

Mr. Honta. That is right. 

Mr. Hinsnaw. The manufacturer actually in your case will assem- 
ble an automobile on Long Island and deliver it to New York and 
charge you the freight from Detroit to New York or in the case Mr. 
Honig | as referred To, from Wis ‘onsin. 

Mr. Kier. The dealer makes that charge? 

Mr. Hrnsuaw. No, no: the manufacturer makes the charge. 

Mr. Honia. The dealer resells that transportation at exactly what 
he pays for it 

Mr. Kuern. Then I had a misunderstanding of what occurred. I 
thought that the dealer would bring the car in and whatever the 
Say ine there was on freight rates would be a saving to him. [f it were 
brought in by truck, or by rail, whatever that saving amounted to 
would be passed on to the consumer, but that is not the case as I under- 
stand now. 

Mr. Hinsuaw. No. Now I will yield to my good friend Mr. Rob- 
erts, who I will say for the benefit of those who are here from my 
district, was one of the gentlemen who was shot by the Puerto Ricans. 
He was wounded in the knee. 

The CrHatrman. Mr. Roberts. 

Mr. Roserts. I am just delighted that it was not in my head. 

I would like to ask this question. Suppose the manufacturer is so 
situated that he can ship by water, which is, I suppose, the cheapest 
form of transportation. Is the dealer charged the rail rate, or is the 
savings by water passed on ? 

Mr. Honica. The manufacturer has the final decision as to how 
these cars will be shipped to the dealer, either by rail or motor— 
mostly by rail. It is very seldom that any cars are shipped to the 
west coast by water. If they are, or in the past when they were 
shipped by water, the rate was passed on to the dealer. 
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Mr. Roserrs. Which rate ? 

Mr. Honia. The water rate. That has not been the practice tO! 
many years. We have had practically no cars shipped by water t 
the west coast. 

Mr. Roserts. I happen to live in a section where most of our « 
that come in from the Midwest come in by water. They are shipped 
down to Guntersville, Ala. They come all the way 
understand it. 

Now, do you know the practice of the manufacturers in that f 
of shipping? Are dealers charged the rail rate, or are t! ey cha 


the water rate ? 

Mr. Honig. I could not answer that question ; no, sir. 

Mr. O’Hara. Mr. Chairman. 

The Cuatran. Mr. O'Hara. 

Mr. O'Hara. Mr. Chain ian, I have to go ina very Tew n tes and 
I would like to ask a question. , 

Admiral, the \ ord *“bootlegell gy slonines the d Y Or some £ 


unlawful, as 1 go back to the old prohibition days. 
Is there actually, technically an unlawful operation involved in the 


so-called bootlegeing of cars / 


STATEMENT OF REAR ADM. FREDERICK J. BELL—Resumed 


Admiral Bett. No. As I stated in my statement, I believe, it 
a misnomer. It is a term that has grown up in the industry. It ce 
tainly Is hot dire ted at ie used-car dealez who | uys these cars bee LUSt 
he is buying something at a price that he 1s willing to pay. 

Mr. O'Hara. Let us take the franchised dealer. He 
forced by his manufacturer to take a heavy load of cars or trucks; 
that not true ? 

Admiral Bexu. I would not say so, sir. 

Mr. O'Hara. As a practical person, I have seen it done. So I hav 
assumed in some instances it is done. 

Now, has not bootlegging been precipitated in part by the fact 
that the dealer is forced to take a heavy load of cars or trucks tha 
he has to get rid of. Is that not the practical situation ¢ 

Admiral Brett. My answer to that, sir, would be not an unequivocal! 
ho, but almost none. And I hope that that question will be asked 


of our preside nt, because he is a deale r and because ne h is recelved 





is oftentimes 


recently the greatest number of protests from our members, and t 
information that he has received recently would indicate that there 
is no protest from our members that would indicate that 
pressure is put o7 them to buy more cars than tl ey Can St llata pront 

Mr. O'Hara. Then why do they do it? 

Admiral Bein. That is an excellent question, sir, and as Mr. Freed 
pointed out in the Senate hearings yesterday, no doubt will do so 
here today, it has become a profe sion itself because of the tempta 
tion. 

Mr. O'Hara. Well, I have many, many close personal friends who 
are automobile dealers in my district. I sit down with them and dis 
cuss their problems from time to time, L bel Le) la 
them, and I am very sympathetic to them. But yon have brought 
up this situation and I do not think we have got all of the picture, 
Admiral. You have brought up the question of your dealings with 
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the Attorney General's office. I assume that you are speaking of the 
United States Attorney General’ 
Admiral Beni. Yes, sir. 

Mr. O'Hara. Now, the Federal Trade Commission—TI have hastily 


read a portion of their report and their opinion on this bill, and I am 


s office. 


} 1 ’ } ry ] 
roiling to read to you this portion of the opinion ot the Federal Trade 


Commission : 


It would appear reasonable to expect that franchised dealers would prefer to 

tl vca ey ; ul nsiumers than to sell at little o1 

no profit to unauthorized dealers As a consequence any widespread practice 

by franchised dealers of wotlegging cars to unauthorized dealers is more 

ikely than otherwise to result from the fact that they have more cars than 

they can dispose of in the regular course of trade It would appear, there 
H. R. 8769 


‘ es | hat may exist in 
md that its en ent ) 1 not serve the purpose of 

preventing | kruy es of automobile dealers The det to deal who are 
erstocked w cars of the means of dispo 1 ugh nfranchitsed 
dealers \ ila solve nel il dile ain whicl hose eniers ay find 


Now, Admiral, I want vou to feel perfectly free to comment on that 


W are 


re in complete disagreement, of course, with the stand taken 

by the Federal Trade Commission and I shall go further and say 

that we think their conclusion is not only unrealistic, but that it is 

i ed oO ee ithe broad | I snowledge of the business ot auto- 
mobile distribution. 

I do agree with one statement made in that quotation, that boot- 

I going isa result and not a cause. That was true at the beginning. 

Phat was true perhaps ie last quarter of 1953 when, as I pointed 

out earlier, many dealers were panicky because they were overin- 


ventoried: but t en a some dealers heean to see that there was a 
mod St ] rofit to be made, unit } rofit. in high volume of operations bv 
nding these cars to Mr. Hinshaw’s State and to the States of you 

1 : ss . 


othe rel r\ ni the entrati are OT thre tn ted States, 


ind just not sending them to a used-car dealer or down the street, 


ind 1 en thev beean t ee that that was a profitable operation and 


having no regard for its effect on the retail distribution industry, 
the practi e orew. That is the practice that we are seeking to have 
broug] t to an end. 

Mr, O'Hara. I suppose that your problem with the Attorney Gen- 
eral’s office is over the Sherman antitrust law. 

Admiral Beiu. Yes. 

Mr. O'Hara. I appreciate that you may not want to testify to this, 
Admiral, and this question | suppose comes down to the question of 
the right of the dealer to select his own customer, whether he be a 
bottlegger or somebody else. 

Admiral Berti. Quite aside from any of the legal aspects, in the 
conversations with Mr. Brownell, he pointed out that in the opinion 
of his staff, the reinstitution of this antibootlegging phrase we propose 
would tend to hamper competition and we pointed out to him, and 
we pointed out yesterday to the Senate committee, and we will point 
out to you gentlemen, that during the 40 years when that antiboot- 
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legging clause was in the franchise, there was certainly no lack of 
competition in the industry. 

Mr. O’Hara. Mr. Chairman, I have used my 5 minutes. Thank 
you. 

Mr. Rogers. Mr. Chairman. 

‘The Cuatrman. Mr. Rogers. 

Mr. Rogers. Admiral, could not the manufacturers of these auto 
oIng ¢ 

Admiral Bett. Our general counsel tells us, and we believe it, that 
we cannot, because of the fear that they would then be subject to 
criminal prosecution on the part of the Department of Justice. 

Mr. Ri GERS. VW ell, do they attempt Lo sel] cars to anybody ext ept 


mobiles stop this boot le 


the franchised dealers ¢ 

Admiral Bru. rhey do not sell them 

Mr. Rogers. Or authorized dealers ? 

\dmiral Bern. I think they are not. 

Mr. Rogers. They do not do that? 

Admiral Bretu. No, sir. These cars that I am speaking ot were 
Ol ig@inally bought by franchised dealers from the factories. 

Mr. Rogers. And that right has been taken out of the contract: is 
that correct ¢ 

Admiral Brent. No; this right that has been referred to has been 
taken from the contract, or the restriction has been removed. 1 
so-called antibootlegging, the clause that would provide a penalty to 
be imposed if a franchised dealer sold a new car to other than the 
direct consumer or to a fellow franchised dealer in his own line. 
AQ a, if he sold these cars, for example, if he were in the Middle West 
and he sold to a used ear dealer in Mr. Hinshaw’s State, that is boot 
leroing ahd that ; the sort ot thing that we are trving to stop 

Mr. Hinsuaw. Will the gentleman vield for just a second ? 

Mr. Rogers. Yes 


Mr. Hinsuaw. That practice of sell ng a new car from one ce ler 
to another is likewise a profitable thing when they can take delivery 
lose the point of manufacture and then caravan it to some other 
place, such as Florida, or Texas, or California, is it not ¢ 

Admiral Bett. Well when vou are speaking of caravaning, you ar 


p making now ot th used car deal ré 


Mr. Hinsunaw. No, sir: I am speaking of the new-car dealer. 

Admiral Bett. When you use the word “caravaning,” you mean a 
ir that being towed, one being delivered by truck ¢ 

Mr. Hinsraw. Let us say that it is placed in a truck, althoug! 
can be towed. 

Admiral Brett. Of course, we maintain that a towed car is not a 
new car. 

Mr. Hinsuaw. I understand that, but it looks new and the pers 
purcha ing it has reasons to believe that itis nev 

Admiral Beti. That is precisely why we think that 
s an imposition on the dealer. 

Mr. Rocers. The used-car dealers are the ones who are giving you 
trouble? 

Admiral Brexu. On the contrary, there is a small minority of our 
own dealers who are creating this situation. 

Mr. Rogers. Now. how could they create this situation 4 
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Admiral Bexxt. They create the situation, sir, because they obtain 
the cars from their factories and for one reason or another—and there 
might be many reasons—they decide that instead of selling that car, 
in selling it in their immediate locality, in their area of sales, in your 
is say for example, or in some other « ity, that for one reason 
or another they will sell that car not directly to the consumer, but to 
a used-car dealer in an area several States removed from you, who 
ll pay him $50 or $75 or $100 perhaps more than the purchase price. 
Mr. Rogers. Well, I want you to know I am sympathetic with your 
position. 
Admiral Betz. Thank you. 
Mr. Rogers. I have gotten any number of telegrams from automo- 


hile dealers in my district and from my State on this and I certainly 
hop that we can work out something that will give relief. | heartily 
support this lemislatior 


Admiral Bett. We look to you. sir, for relief. 

Mr. Dotuiver. Mr. Chair 

The Cuarrman. Mr. Do 

Mr. Dover. I understand that when this penalty provision went 
cut of the dealer contracts, that that was under the threat of prosecu 

on by the Federal Trade Commission, or was it by the (Attorney Gen- 
eral of the United States? 

Admiral Bein. By the then Attorney General; yes, sir. 

Mr. Dotiiver. Was there any actual prosecution ¢ 

Admiral Brix. No, sir; it was a voluntary move on the part of 
the manufacturers. 

Mr. Dottutver. So there was actually no legal compulsion, except 
that you were advised that the authorities were going to bring an 
action, 

Admiral Betz. That is true, sir, and insofar as we 
has been a test case. 

Mr. Douutver. Well, if the automobile manufacturers were to re- 
insert the penalty clause in their contracts, they are certainly under 
no inhibition against doing that now, are they ? 

Admiral Bett. Well, both them and we feel most strongly, sir—— 

Mr. Dotutver. What? 

Admiral Brexx. Certainly, in the light of our recent efforts with 
the Department of Justice, it would seem to us that their position is a 
pretty sound one. 

Mr. Douutver. I did not quite catch that last. 

Admiral Brexxu. In the light of our efforts, sir, to obtain this state- 
ment from the Department of Justice, even a modified one to the effect 
that if they should ever decide to test the legality of this provision 
they would test it first in the civil courts, and that was denied us. 

Mr. Doxtutver. In other words, the National Automobile Dealers 
Association does not want to take the risk of criminal prosecution by 
signi gy or entering into a contract such as was voluntarily with- 


know there never 


drawn several years ago. 
Admiral Breiu. That is correct. Nor, do the manufacturers wish 
to take the risk by putting it back in agai 
Mr. Donurver. And what this bill does, which has the backing of 
your association, is simply to exempt that from the operations of the 
antitrust laws? 
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Admiral Bexx. It would be permissive legislation. 

Mr. Dotiiver. And it would remove any threat of criminal prosecu- 
tion, or civil prosecution ¢ 

Admiral Betz. That is correct, sir. 

Mr. Dotuiver. That is all, Mr. Chairman. 

Mr. Kier. Will the gentleman yield for just one question ¢ 

The Cuarrman. Mr. Klein. 

Mr. Kiem. Following Mr. Doliver’s inquiry, the penalty clause, 
as he referred to it was a clause that was in the contract before it was 
taken out. And, under that the manufacturers had the right to refuse 
to sell to any automobile dealer who would sell to somebody for less 
than whatever the established price was in effect. 

Admiral Betx. We maintain, sir, that that practice should be just 
cause for cancellation. 

Mr. Kier. It had been up to the time that it was taken out? 

Admiral Betz. No, sir; but that penalty was in the franchise for 
LO years, up until 

Mr. Kiem. That is what I mean. In other words, that is the 
penalty that I am referring to and that penalty was with reference 
to selling any motorcars to anyone who was not a franchised dealer. 

Admiral Bett. Will you ask that question of one of the automobile 
dealers ¢ 

Mr. Kirin. I just wanted to understand this clearly. When a 
dealer, we will say, buys a car from the manufacturer, actually, what 
is the practice ¢ Does he vet in a certain number of cars and does he pay 
for each car as he gets it, and then does he mark it up himself, or is he 
told at what price to sell it? What is the practice in the trade ? 

Admiral Bett. Would you mind asking that, sir, of our president, 
who is a dealer. 

Mr. Kier. That is all, Mr. Chairman. 

Mr. Cartyie. Mr. Chairman. 

The Cuarrman. Mr. Carlyle. 

Mr. Cartyte. This would simply give the manufacturer and the 
dealer the opportunity of contracting with each other, if they could 
get together on terms; is that right? ? 

Admiral Betz. That is correct, 

Mr. Caruyie. T he re is paianuaneelnars ? 

Admiral Brix. There is nothing compulsory, sir. 

Mr. Carnyie. It is simply permissive. 

\dmiral Bexu. It is permissive, exactly. 

Mr. Cartyxie. That is all, Mr. Chairman. 

Mr. Crosser. Mr. Chairman. 

The Cuatrman. Mr. Crosser. 

Mr. Crosser. What is the attitude of the Federal Trade Commis 
sion ¢ Th ard you speak of that. 

Admiral Brtu. I believe that the Federal Trade Commission, sir 
is appearing in opposition to this. 

Mr. Crosser. Do you know what their reasons are / 

Admiral Brix. They are set forth in the statement that has been 
presented. 

Mr. Crosser. I have not seen the statement 

Mr. Beamer. Mr. Chairman. 

The CHatrrMan. Mr. Beamer. 
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Mr. Beamer. This committee reported out a bill which passed the 
House, known as the Fair Trades Act. I am wondering probably 
if this is not a good place for your dealers in your association to take 
advantage of that Fair Trade Act. 

Admiral Beit. May I refer the answer to that to our counsel, Mr. 
Congressman ? 

Mr. Bramer. It seems to me that it would be effective for you 
association or your industry. 

Mr. Kirks. It has been suggested that the fair-trade — might 
apply to the automotive indus try. We do not think, as : 1 pract! ical 
matter, it is possible for them apply because of the v: ariable factors 
of determining the value of a trade-in. 

To set a standard for a car, a used car, which has been traded in on 
a new car is a question of discretion. All of the factors of the life, 
and the history of the vehicle enter into it and to try to set an arbitrary 
standard, we do not believe, as a practical proposition it would work. 
So we do not think that the fair-trade legislation is the solution to 
this problem, but that this is the preferable way of solving the prob 
lem, of eradicating bootlegging. 

Mr. Beamer. That is all, Mr. Chairman. 

Mr. Youncer. Mr. Chairman. 

The CuatrMan. Mr. Younger. 

Mr. Youncer. Admiral, you made the statement that the manu 
facturers feel that they could not enforce the requirement that dealers 
be prohibited from bootlegging. 

Admiral Betu. Yes. 

Mr. Youncer. Selling to other than the users. 

Admiral Bet. Yes, sir. 

Mr. Youncer. Do you believe, from your experience that that is 
fact? Can they not enforce it 

Admiral Breiu. Our general counsel assures me, sir, that he is in 
full agreement that they would be on very dangerous grounds if, in 
the light of the attitude of the Department of Justice, they were to 
attempt to put that back in the franchise. 

Mr. Youncer. I am not talking about putting it back into the 
franchise. But, manufacturers have various and sundry ways, whether 
by contract or otherwise, of policing their dealers; is that not true / 

Admiral Betu. I think that is true to a degree. Of course it is. 

Mr. Younger. And if the manufacturers really wanted to clear this 
up, they could easily find ways and means ie policing their dealers / 

Admiral Betz. I do not agree with you, sir. I am sorry. 

Mr. Youncer. You do not? 

Admiral Betu. No, sir; I do not. 

Mr. Youncer. That isall, Mr. Chairman. 

Mr. Mack. Mr. Chairman. 

The Cuarrman. Mr. Mack. 

Mr. Mack. First I would like to say that I think our colleague, Mr. 
Hinshaw, has brought up a very important subject in that he is trying 
to get the manufacturers to chs arge realistic freight rates. I do not 
believe that his bill would accomplish the purpose that you gentlemen 
are trying to accomplish. But, your bill, ind his bill are two separate 
and distinct pieces of legislation. 

Admiral Breti. Yes, sir. Ours is direct and specific, and of course 
Mr. Hinshaw’s is general. 
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Mr. Mack. That is what I gather from your testimony. That is 
just one phase of it. That in itself might be encouraging to these 
people to become involved in the bootlegging business. 

In that light, is there any clause in the franchise that prohibits a 
dealer from selling in another territory / 

Admiral Beit. No, sir. I think that I referred to that when | 
referred to what was known as industry territory, or territorial loca 
tion, and that does not exist today. 

Mr. Mack. Therefore, if someone is interested in making a profit 
because of freight rates, and would use other modes of transportation, 
taking advantage of the freight rates, then a dealer could sell to a 
consumer, a dealer in Michigan could sell to a retailer in California 
and operate a legitimate business, not be considered a bootlegger. Is 
that correct ? 

Admiral Betx. I am not sure that I understand your question, 

Mr. Mack. My question is, If a franchised dealer in Michigan sold 
and transported a car to California, and then sold, to a consumer it 
would not be considered bootlegging. 

Admiral Bett. Toa consumer ¢ 

Mr. Mack. ‘To a consumer. 

Admiral Betz. A retail sale / 

Mr. Mack. Yes. 

Admiral Bett. That would be legitimate. That is correct, sir. In 
the absence of territorial allocations that would be correct. 

Mr. Mack. Therefore, if the freight rate is the only item to be con- 
sidered, there might be franchised dealers involved in this as well as 
bootleggers. 

Admiral Betxi. Those who are involved, sir, are franchised dealers. 

Mr. Mack. I mean, the franchised dealers might operate the entire 
business. 

Admiral Betx. That is conceivable, but I have heard of no instance 
where that is happening. 

Mr. Mack. That is exactly my point. 

Admiral Betz. I might say that we are most definitely in favor of 
removing any phantom of nonrealistic freight; but we are strongly 
in favor of this proposed legislation to overcome bootlegging too by 
permitting the reinstitution of that antibootlegging clause in the con 
tract. 

Mr. Mack. I understand that. 

I would like, and I think my colleagues would like to know exactly 
what the term “bootlegging” as used here means. I do not believe 
that that has been brought out clearly. 

Admiral Breitu. The term “bootlegging” as understood in the in- 
dustry means the sale of a new automobile by a franchised dealer to a 
nonfranchised dealer for subsequent resale to the consumer as a new 
car. 

Mr. Mack. Does it not involve a little more than that, or go a little 
further than that? My understanding is that there is a limited num- 
ber of people in this business in the country who are buying the cars 
from the dealers and reselling them throughout the entire country. 

Admiral Brett. That is right, sir. The volume of cars that are 
being bootlegged, again to use a term, you understand, which might 
be a misnomer, the volume of cars, in comparison to the annual 
production, is quite small, but nonetheless the degree of damage, the 
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degree of injury to the industry being done is out of all proportion 
to the number of units involved. 

Mr. Mack. My question is this: Is this a continuation of what 
was started during World War I, which was known as blackmarket 
ing of cars ? 

Admiral Bri. I think not; no, sir. I think not. The practice 
began to grow in the last quarter of 1953. 

Mr. Mack. Then it is not the same type of operation as was con- 
ducted during or immediately after the war ? 

Admiral Bex. I am sorry, sir, but I was not here during the war 
and I cannot talktothat. Iwas not inthe industr V then. 

Mr. Mack. Is there a group of people in the industry today known 
as wholesalers, who continue to take cars of individual dealers and 
resell the cars at various points throughout the country ? 

Admiral Betz. I will : , that you direct that question to our 
president. He is a dealer ; a aaa of long standing and, he can 
answer it. 

Mr. Mack. I probably should direct the question to the president 
of the organization. I think that we are interested in this question. 

Admiral Bewtu. Exactly. 

Mr. Mack. And also those in the bootlegging business that you have 
referred to. 

Mr. Hesevron. Mr. Chairman. 

The CHamman. Mr. Heselton. 

Mr. Heseitton. Admiral, I notice in the Federal Trade Commis- 
sion’s report they state that 





The Department of Justice’s investigations of the automotive industry may 
throw light on the situation alleged to exist with respect to the dealer structure 
in the industry. 

Are those investigations still going on ? 

Admiral Betu. To the best of my knowledge they are, sir. 

Mr. HESELTON. How long have they been going on ¢ 

Admiral Bert. I do not know when they were initiated. 

Mr. Hesevron. You have no idea as to what they expect in the way 
of results? 

Admiral Brix. No, sir; nor do we feel that the industry can wait 
for the results of some lengthy investigation. 

Mr. Heseiton. That is all, Mr. Chairman. 

The Cuatrman. Any further questions, gentlemen ? 

Admiral Bell, if I may just ask a question or two: If this is not 
within your knowledge, you may refer it to whoever you wish. 

First, with respect to this, what would seem to me to be an over- 
charge as to freight rates. It appears to me that if the manufacturer 
sells acartoa dealer and includes in it a freight charge different from 
what it actually was, that he is obtaining money under false pretenses. 

On the other hand, if a dealer sells a car to a customer and includes 
in the cost a charge for freight which is not actually the true cost, 
that he is obtaining money under false pretenses. 

I am wondering if those who deliver a car on the basis of putting 
a false or fictitious price in as to freight rates are not leaving them- 
selves open to prosecution for obtaining money under false pretenses. 

Admiral Bretn. I am afraid you are getting into a legal area, Mr. 
Chairman, which I am not qualified to discuss. 

The Cuamman. There is no doubt that that is in a legal area. 
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Admiral Brix, But as I understood Mr. Honig, from California, 
& moment ago to say, that the charge is passed along by the franchised 
dealer to the consumer and that was the chi urge that the dealer in turn 
had paid for freight. 

The Cuairman, That is right. Any car that I have bought usually 
has a statement as to the list price of the car; what it includes, and so 
forth, and what the freight rate is and so forth. 

Now, that represents a freight rate, and if it is not a freight rate, 
why then it is a false statement, regardless of whether the dealer 
has actually paid that price or not. There is a false statement some- 
place that makes somebody responsible, in my opinion. 

Admiral Bett. Mr. Chairman, I am in full agreement, sir, but may 
{ say we came here this morning heavily docketed to present the case 

for the antibootlegging bill, and I am afraid we did not come equally 
heavily documented to discuss the details of the freight structure of 
Mr. Hinshaw’s bill. 

The Cuamrman. Are there any further questions 

Mr. Crosser. You say that this has existed during the past year? 

Admiral Brtu. Yes, sir. 

The Cuarman. It occurs to me from what I have been able to 
observe, not having had the opportunity to learn the details as a 
dealer would have them—but I have heard a great deal of complaint 
from dealers that they are required to take so many cars a year in 
order to hold their franchises, and there are economic conditions at 
times that make it most difficult for them to dispose of the number of 
cars that they are expected to take from the manufacturers ; and that 
it is that insistence upon the part of the manufacturers that they 
should dispose of so many cars, that leads them to dispose of them 
in whatever way they can in order to hold their franchise. 

So, when you come right back to it it seems to me that if that be 
true, it is the manufacturers’ fault that this condition exists. As 
the Federal Trade Commission sets forth in their report to us, cer- 
tainly it is the desire on the part of the dealer to get as much return 
as he can. The markup on the price he pays to the manufacturer and 
passes on to his customer is much greater than that which he is able 
to make when he transfers it over to a used-car dealer. You have 
indicated he may sell for $50 above the price he has paid, and it seems 
that the only reason that he would forego all of that profit which 
ordinarily would be his is because he cannot dispose of it, and $50 is 
better than nothing, and it enables him to maintain his franchise with 
the manufacturer by disposing of the cars. 

Admiral Brett. Mr. Chairman, that was undoubtedly the original 
reason; undoubtedly that contributed heavily toward bringing about 
this growth of bootlegging; but we are convinced that there are some 
men—a very small minority for the nation, but too many of them— 
some men who are willing to continue to operate on that $30 or $40 
or $50 margin, without conditioning their automobiles; without doing 
aan things that the legitimate and. good dealer, and the great major- 

ity of dealers habitually do; that he is being tempted by this, and 
that this bootlegging has become a profession, and that it has gone 
far beyond a desperation measure of getting rid of an overinventory; 
and that it what worries us. 
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The Cuatrman. There is also another consideration that seems to 
me will have to be taken into account and that relates to the Fair 
Trades Act. Both the Federal and State Governments—this com- 
mittee reported out and the Congress passed the so-called McGuire 
fair-trade bill, which gives manufacturers or producers the right to 
fix a price for their articles, and that type of legislation has been 
enacted in a great many of the States. I think it has been enacted 
in my own State of New Jer sey. 

That precludes the sale of any commodity at a lesser price than that 
which has been fixed by a manufacturer. So, it just seems to me that 
there is some avenue there t ~ might be pursued. 

I do not mean to indicate by the suggestions I have made or by the 
questions that I have asked that there is any lack of sympathy on my 
part or any desire not to assist you in connection with this matter that 
has been brought before us. I do feel that it is a situation requiring 
that something be done to protect the legitimate dealer and to help 
him to maintain the price at which he is expected to sell a particular 
automobile, or any other commodity, for that matter, and he shouid 
not be undersold in a way that seems to me to be an unfair trade prac 
tice, as has been revealed in this testimony. 

Admiral Bett. Th: ink you, Mr, Chairman, and thank you gentle 
men for the privilege of appearing on behalf of our National Auto- 
mobile Dealers Association. 

The Cuatrman. Thank you. 

Now, with respect to a continuation of the hearings. We have 
reached nearly 12:30. I am surprised that the bells have not already 
rung calling us to the floor. 

There is a very important matter before the House today that will 
require the attention of the Members of the House if they go through 
with the progr an as announced yesterday, so that it will be not only 
improper under the rules of the House to attempt to hold hearings 
is ateernoon. tet absolutely impossible. 

I am informed that the House has already started its program, 
which was outlined yesterday by the majority leader, and that within 
a very short time undoubtedly the bells will be ringing that will take 
those who remain present over to the floor of the House. 

So it seems to me it will be necessary for us to adjourn this hearing 
until 9: 30 tomorrow morning. 

We have another matter that will come before the committee tomor- 
row morning and I am going to call the committee in session at 9 
o’clock in order that we may dispose of that preliminarily to the hear- 
ines on this. or these bills, which will start at 9: 30 tomorrow morning 

Mr. Kirxs. Mr. Chairman, may I address the committee? 

The CuHamman. Certainly. Of course, the time that we can devote 
to the hearings tomorrow will depend a whole lot on what time the 
House is in session. I have no advice with respect to that. I am in- 
clined to think, however, it may be at an earlier hour, but that is a 
chance that we must take. Iam doing the best that I can. 

Mr. Kirts. We appreciate that, sir. If the committee desires addi 
tional evidence from the National Automobile Dealers Association, of 
course, sir, we will be happy to return and stay and answer questions 
so long as they are directed to our representatives; but if we may sub- 
mit for the record the prepared testimony of our witnesses, we will 
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conclude our presentation, if it is not going to impose a hardship upot 
the committee. 

The Cuairnman. Whatever you wish. 

Mr. Kirkxs, We wish to acquiesce in the matter. 

Mr. Mack. Mr. Chairman, I had a couple of questions that I wanted 
to ask, a couple that I did ask the admiral, and he was not able to 
answer them and referred me to someone else. 

The CHatrmMan. Well, it was my intention, in answer to your 
request, which I appreciate, because I can very readily see that you 
are doing it to help the committee, to conserve time, but I did have in 
mind that there were several 1 ers of the committee who had left, 
not knowing that it would be concluded today with respect to your 
witnesses, and together with the suggestion that was just made by 
Mr. Mack as to his desire, I recognize that there were several ques- 
tions asked of Admiral Bell in which he said someone else would 
answer. 

So that I think it is best for us to go ahead with our recess or 
adjournment until tomorrow morning at 9:30, having in mind that 
those questions that have been asked, to which answers have not been 
made, will be given first attention. We shall also give an opportunity 
to any other members who wish to ask any questions of any of the 
witnesses. 

Mr. Kir«s. Thank you, Mr. Chairman. 

The Cuarrman. I think with your cooperation we can get a full 
hearing and at the same time conserve time. That will be our desire. 

Mr. Kir«s. And, Mr. Chairman, may these prepared statements 
which have been submitted be made a part of the record ? 

The Cx#atrrman. They will be made a part of the record in full. 

(The statements above referred to are as follows :) 





STATEMENT RELATING TO H. R. 9769 py PAuL M. MULLIKEN, Executive DIRECTOR, 
NATIONAL RETAIL FARM EQUIPMENT ASSOCIATION 


This statement relates to a proposed bill (H. R. 9769) to amend the Federal 
Trade Commission Act with respect to certain contracts, agreements, or fran- 
chises to enable manufacturers of automobiles and trucks and their franchise 
dealers to protect their goodwill in the business of manufacturing and distrib- 
uting automobiles and trucks made or sold by them by restricting franchise deal- 
ers from reselling to certain unauthorized persons. 

This statement is submitted on behalf of the National Retail Farm Equipment 
Association at the direction of its board of directors. The association is com- 
posed of more than 16,000 farm equipment retailers located in rural communities 
throughout the United States. The membership include dealers located in every 
State and every sizable agricultural area of the Nation. 

The farm equipment retailer sells and services farm tractors and power farm 
machinery and equipment for the farmers in his local trade territory. The 
dealer must keep in stock an adequate supply of new machines, attachments, and 
repair parts necessary to render immediate service to farmers. It is essential 
that the farm equipment retailer maintain a repair shop adequate to make imme- 
diate repairs on tractors and other power machinery, particularly during plant- 
ing and harvesting seasons. 

The typical farm equipment retailer has an investment at all times of many 
thousands of dollars in new machinery, attachments, and repair parts with a 
modern place of business including a fully stocked parts department and a 
repair shop completely equipped with modern machine tools. He maintains 
trained personnel in the parts department and trained mechanics to service 
and repair the equipment. 

It has historically been the practice in this industry for the retailer to oper- 
ate his establishment through franchise agreements with manufacturers which 
makes him the authorized sales and service dealer for the lines of equip 
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ment he handles in his trade area. Under such agreements, manufacturers 
make the equipment and repair parts available to the dealers and assist in 
training programs for their personnel. The dealers usually send their per- 
sonnel periodically to the plants of the manufacturers for training periods. 

During World War II, and again during the Korean period, new farm 
tractors and various items of mechanized farm equipment were many times in 
extreme short supply. There developed during these periods, because of the 
supply and demand situation, a type of marketing completely contrary to the 
service dealer concept. These marketers, referred to during the emergency 
periods as “black market” operators, traveled from place to place purchasing 
new equipment and parts from dealers and farmers with a view to immediately 
reselling in the same or other territories at a quick profit. No attempt was 
made by these marketers to grant any warranties or to provide any service 
either in the form of available repair parts, service shop facilities, or trained 
mechanics. Furthermore, they completely ignored government price regulations 
in effect at that time. 

‘his marketing practice has continued until at the present time the service 
farm equipment dealer finds himself in competition with an individual or 
agency which has no adequate place of business, no adequate stock of repair 
parts, and no service shop facilities. These practices have in many areas com- 
pletely demoralized the retail farm equipment business. Established authorized 
deaters have been required to shorten their inventory investment and to con- 
tract their service facilities and personnel in order to meet this type of com- 
petition. This has been necessary in many areas in spite of the fact that it 
is common knowledge that service and parts should be expanded rather than 
contracted insofar as the needs of the Nation’s agriculture are concerned. 

From time to time individual dealers have reported to us that they have 
contacted their suppliers who furnished the parts, attachments, and equip- 
ment to determine the policy of the company with respect to warranties and 
service. The manufacturers have informed these individuals in all cases that 
have been brought to our attention that they desire and attempt to market 
their tractors and other items of power farm equipment through dealers who 
will furnish warranties to farmers, provide adequate repair parts at the local 
level and furnish immediate repair service as needed. They have stated, how- 
ever, according to these reports, that they are prevented from strictly enforced 
requirements on their dealers to adhere to these policies by contract provisions 
within the present Antitrust Act framework. They further indicate that they 
are not permitted to cancel contracts because dealers channel their goods through 
marketing operators who do not provide adequate parts and service. 

We firm'y believe that, in order to enable the industry to maintain the 
needed quality of service to the Nation’s farmers, manufacturers and dealers 
should be permitted to enter into contracts or a franchise authorized dealer ar- 
rangement which would set up certain standards and require sales to be made 
to farmer users accordingly. In order to make this arrangement effective, the 
manufacturer must be permitted to cancel the franchise of any dealer who 
fails to sell the equipment to farmer users or through approved channels as 
intended by the manufacturer-dealer relationship agrement. 

We have noted the provision of H. R. 9769 applying to the automobile industry 
which we believe provides a sound approach to this problem. Such an enabling 
statute, if applied to the farm tractor and power farm equipment industry, 
would make it possible for the industry to assure a sound service program for 
the Nation’s agriculture. 

We believe that all segments of the farm equipment industry are in complete 
accord that such enabling legislation is necessary for further growth and ex- 
pansion of farm equipment service in all agricultural areas. 

State fair trade laws which have been enacted in some 45 States are entirely 
inappropriate to accomplish this objective. They were designed for an entirely 
different purpose and, because of varying freight costs and trade-in problems, 
are not adaptable to such items as tractors and power farm machinery. 

We sugest that H. R. 9769, the language of which is now confined to auto- 
mobiles and trucks, be expanded to include farm tractors and power farm ma- 
chinery and equipment. Sections 6 and 7 of this proposed bill would make it 
clear that, within the framework of the antitrust acts, manufacturers and 
dealers could, if desired, enter into agreements necessary to provide new equip- 
ment, attachments, and parts with the service which should properly accompany 
them. We, therefore, urge your consideration to a revision of H. R. 9769 to 
include the business of manufacturing and distributing farm tractors and power 
farm machinery and equipment. 
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STATEMENT OF JOSEPH B. DANZANSKY, WASHINGTON, D. C., GENERAL COUNSEL 
OF THE NATIONAL USED CAR DEALERS ASSOCIATION 


Mr. Chairman and members of the committee, the National Used Car Dealers 
Association is opposed to the passage of (S. 2596—H. R. 9769) the bill to amend 
the Federal Trade Commission Act to restrict automobile dealers 

The National Used Car Dealers Association is composed of approximately 
3,000 used-car dealers located throughout the United States Virtually every 
State is represented in its membership, which consists of both large and small 
used car dealers. 

As we understand the bill, it would exempt from the antitrust laws any con- 
tracts, agreements, or franchises which stipulates that the new dealers will 
not resell new cars except to the public and other authorized dealers. In order 
to enforce the stipulation, it would permit any automobile manufacturer to can 
cel the franchise of any of its dealers who sell current model automobiles made 
by the manufacturers to anybody engaged in the new or used car business other 
than a person operating under a franchise 

According to the trade papers, Mr. Harlow H. Curtice, president of General 
Motors, was refused clearance from possible criminal sanctions by tl] Depart 
ment of Justice in connection with a similar proposal which he wanted to put 
in General Motors franchise agreements. Thank heaven our Department of 
Justice is on the alert against attempts at such monopolistic practices. We sin- 
cerely hope that our Congress is of a like mind. Perhaps what is good 
eral Motors is not good for the country 

For the period from just before the entry of this country into World War II 
until approximately 1952, the automobile industry, like most industries, was the 
beneficiary of a seller’s market. All the cars they could make and get into 
the hands of dealers were sold without any trouble and without any real sales 
effort, subject only during the period of price controls, to price limitations im- 
posed by the Government. The only limitation on the manufacturer was his 
ability to produce and his ability to obtain the necessary materials for the 
finished product. During the entire period, the manufacturer was able to take 
care of himself and did not find it necessary to run to his Government to aid 
him in solving his own problems of production and distribution. This, the 
manufacturer felt, was the American way of doing business—keep the Govern- 
ment out! 

From the end of 1952 until the present time there has been a change. The 
manufacturers of automobiles have not been “blessed” with a seller’s market 
The consumer was starting to do some shopping. He wasn’t buying the first 
thing that was offered to him by the first seller who offered it to him. Compe- 
tition in the true American sense had entered the market place and the con- 
sumer was starting to benefit. The manufacturer and some new car dealers 
apparently became unhappy with this state of affairs and decided that maybe 
something should be done to prevent the consumer from getting the benefits of 
free and fair competition. What could be done about it? One way was to 
take whatever action was appropriate to prevent the advertising of current 
model automobiles in newspapers by nonfranchise dealers. In some parts of 
the country this was truly effective and succeeded in doing real financial dam- 
age to used car dealers who had obtained current models for sale. In other parts 
of the country, the results were not completely to the satisfaction of the auto- 
mobile manufacturer. 

What next? The next step was to see if the Department of Justice would 
sanction an arrangement whereby the manufacturers through some device could 
prevent the sale by their dealers to nonfranchised dealers. The Department of 
Justice, through Stanley Barnes, the Assistant Attorney General in charge of 
the Antitrust Division, turned down the proposal, taking the only position pos- 
sible under the antitrust laws. 

What next? The manufacturers and some of their overstocked, pressure- 
ridden franchise dealers, having been rebuffed by the executive branch of the 
Government, then decided to use the legislative approach. Both the approach 
to the executive branch and now to Congress represent efforts to get Govern- 
ment into their business—a position diametrically opposed to their position 
while things were going the way they liked them. 

In our opinion, the proposed legislation is unnecessary and immoral It is 
immoral in the sense that it is completely inconsistent with the ethics and 
standards that have been so much a part of the free-enterprise system of this 
country. Automobile manufacturers should not be exempted from the rules 
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of the game as exemplified by the antitrust laws of our Nation. One of the 
strong forces in making America the great democracy that it is has been the 
enforcement of the antitrust laws to prevent monopolies from gaining too strong 


a foothold on the American scene. We are not against bigness as such. We 
are against bigness achieved through unfair practices and activities designed 
to force lawful « ompetition out of business. 


The used-car industry which is one of the targets of this lill has been the 
factor in the automobile business that has given the consumer the chance to shop 
around and buy right. It hasn’t been fettered by agreements with suppliers as 
tc the prices at which their commodities could be sold This bill is designed 
to take away from used-car dealers automobiles which they have been selling 
to consumers at fair prices—prices which reflect the inexorable law of supply 
and demand. 

Although the used-car industry is the principal target of the bill, the consumer 
will be the one ultimately hurt . 

The bill is unnecessary in that the manufacturer is in a position to control 
the situation. The reason for sales by franchised dealers to nonfranchised deal- 
ers is obvious. Franchised dealers certainly wouldn't be selling to nonfranchised 
dealers if they could make more money by selling to the ultimate consumer. The 
law of supply and demand has been working. The supply in the hands of many 
franchised dealers has been greater than the demand. The cause is either over- 
production by the manufacturers or maldistribution by the same manufacturers. 
Either cause can be cured by the manufacturer. If contro! of the situation is in 
their hands, Congress shouldn't be asked to pass legislation to protect them from 
themselves 

It would be interesting to know how many franchised dealers are actually 
and honestly interested in the passage of the proposed legislation. The hold that 
most automobile manufacturers have over their franchised dealers would prob- 
ably make it virtually impossible to get a report on the true feeling of the 
dealers. 

In our opinion, the proposed bill should not be passed. It would be just as 
logical to pass legislation to prevent new-car dealers from expanding their opera- 
tions into the used-car business 

If some Government regulation or legislation is indicated, we recommend a 
complete study of the entire automobile industry to determine the real cause and 
proper cure of the present demoralized plight of a major portion of the industry. 

Frankly, however, we don’t think that any action is necessary. The same 
great industry which mobilized so quickly and efficiently for our war and defense 
effort can master its own destiny during peacetime. Let’s stop crying “wolf” 


and go back home and clean our own houses 





STATEMENT OF CHARLES C. FREED, PRESIDENT, NATIONAL AUTOMOBILE DEALERS 
ASSOCIATION 


My name is Charles C. Freed. I am a retail automobile dealer in Salt Lake 
City, Utah, and I appear before this committee in my capacity as president of 
the National Automobile Dealers Association I speak also as one of the 
thousands of authorized automobile dealers who is concerned with and adversely 
affected by the practiee the proposed legislation now under consideration was 
designed to correct 

The National Automobile Dealers Association, with a membership of approxi- 
mately 33,000, represents the new-car and new-truck dealers of the United States. 
NADA is one of the world’s largest associations of retail merchants and in the 
past its members have sold approximately 90 percent of all mew cars and about 
80 percent of the used cars sold in this country 

As will be pointed out later, the authorized new-car and new-truck dealers of 
the Nation give employment to more than 725,000 persons and meet payrolls 
totaling $2% billion per year. The average dealer has been in business more 
than 20 years. 

These facts emphasize the position of the franchised dealers as a vital link in 
the national economy. Despite the tremendous size of the retail antomobile busi- 
ness when considered collectively, 4 out of 5 of the dealers who comprise mem- 
bership in NADA sell less than 100 new cars per year. Therefore, I speak on 
behalf of a very large group of representative small-business men—and I submit, 
gentlemen, these small-business men are in grave difficulty at this time. 
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or 


A very grave and menacing problem, commonly referred to as “bootlegging,” 
exists in the retail automobile industry today. The term “bootlegging,” as used 
herein is understood in the industry to encompass the sale of a new automobile by 
an authorized (franchised) dealer to an unauthorized person for resale, and the 
subsequent resale by such unauthorized person to the ultimate consumer. This 
practice, in recent months, has become increasingly serious until at the present 
time the long established manufacturer-franchised dealer system of distribution 
is in jeopardy. New-car dealers in every section of the country have raised their 
voices in bitter protest and have demanded relief from this pernicious prac- 
tice. 

Facts submitted to the National Automobile Dealers Association by authorized 
dealers from every State in the Nation support conclusively new car dealers’ 
claims that bootlegging must be curbed if the present system of new-car distribu- 
tion is to be preserved. A digest of the evidence provided by those dealers and 
obtained by NADA from other sources and the substance of their appeals for 
assistance follows. 

Throughout the years, many distribution methods have been tried, including 
attempts to sell passenger cars by mail. Historically, three basic distribution 
systems have been employed. The first was from manufacturer to distributor to 
retailer to consumer. The second was from manufacturer to manufacturer’s 
branch (where retail and wholesale operations were combined) to retailer to 
customer. The third is the present system. 

It is significant to note that in the first two systems wholesaling functions were 
performed by the distributor and the manufacturer’s branch. The distributor 
was a necessary middleman as long as (1) volume remained relatively low; (2) 
manufacturers and dealers had limited financial resources; and (3) produc- 
tion centers were concentrated, whereas the market was broad. The importance 
of the distributor declined with production volume gains. 

Generally, manufacturers indicated a preference for independent dealers to 
perform the retail function, but in many instances were furced to adopt the 
factory branch system because strong dealers could not be obtained. Retail 
branches were abandoned when such dealers organizations were set up. Diffi- 
culties in standardizing operating procedures, particularly with respect to trad- 
ing, conditioning and selling used cars upon which a successful retail operation 
is materially dependent likewise contributed to the decision to abolish factory 
branches. 

The trend toward adoption by all manufacturers of the direct-to-dealer channel 
is attributable to the growth of the industry and the improved financial strength 
of manufacturers and dealers. The distributor became an economic luxury, 
Functions performed by distributors and factory wholesale and retail branches 
were absorbed by the manufacturer and dealer. Due to increased production 
volume, manufacturers found that they could sell direct to retailers at lower 
distribution costs. The present system emerged as the most economical and 
satisfactory method for industry and public alike.’ 

The views of a manufacturer with respect to the present system appear to be 
that “the distribution of its products at retail can best be effected by independent 
dealers operating on their own resources.” Such a dealer organization, how- 
ever, must be “healthy.” Experience has shown that only profitable dealerships 
can render the aggressive selling and efficient service needed to sell cars effeec- 
tively.” The general reasoning is that the manufacturer is no stronger than his 
dealer organization. * In other words, “a strong, stable dealer organization, 
affording a balanced coverage of the market, is a prime requisite for volume sales 
of passenger cars.” 

The economic strength and stability of the Nation’s new-car dealers today is 
best evidenced by the fact that collectively they have more capital invested in 
the automobile business and employ more people than the manufacturers of 
the products they sell.* 


‘For an excellent summary of the evolution of motor-vehicle distribution see Marketing 
Channels, by Richard M. Clewett (1954), ch 4, Automobiles, written by Cha N. 
Davisson, associate professor of marketing, School of Business Administration. I 
of Michigan, pp. 84-112. Also, see Report of Motor Vehicle Industry, Fede 
Commission, 1939, H. Doe. No, 468, 76th Cong 1 

> Report on Motor Vehicle Industry, p. 436 

8 Marketing Channels, op. cit., supra, at 1.105. 

*Thid., p. 104 

5 Thid., p. 102 

* This statementi s based on a study and analysis made by NADA’s research staff in 
December 1951 
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The rise of stable and financially sound dealer organizations has facilitated 
the shift to and the maintenance of the present direct-to-dealer system.’ Hence, 
a threat to the economic strength and stability of the individual authorized 
dealer endangers the distribution system itself. Bootlegging constitutes such 
a threat today. 

Since early last fall NADA has been deluged with requests from dealers of all 
sizes, handling virtually all makes of cars in practically every State in the 
Union urging that immediate steps be taken to curb this business-wret king prac- 
tice. Generally, the view has been expressed by dealers that it is impossible 
for them to maintain their retail and service establishments and compete suc- 
cessfully with bootleggers in selling new vehicles. Typical of the complaints 
NADA has received in recent months with respect to this practice are the 
following: 

Arkansas: “Ay economy being affected to alarming degree as new-car 
bootlegging conti Our State with more than 90 percent small dealerships 
is losing many new-car dealers as they are being forced to quit. so0tleggers 
have small overhead, contribute very little to the communities. Pay little or no 
tax, have no service departinent, which means the purchaser goes to the new-car 
dealer for his ervice We need positive action at the ery earliest moment.” 

California: “Unless positive action is taken to curtail bootlegging and its 
contributing vices the economic, financial, and disastrous business effects will be 
chaotic In this area the financial position of the dealers brought about due to 
bootlegging practices is extremely serious.” 

Florida: “Ninety-four current model cars on Orlando, Fla., used-car lots 
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today Forty to sixty new cars being bootlegged in Orlando monthly. * * * 
Thoroughly disgusted with bootlegging activities.” 

Georgia: “As an automobile dealership since 1916 selling Buick and Cadillac 
cars * with investment over million dollars, plants and equipment, we are 


most alarmed over bootlegging of new cars in our territory by unscrupulous 
dealers through independent used-car dealers. Conservative estimate 15 per- 
cent and we believe higher of all 1954 new cars, all makes sold our territory 
since January 1, 1954, have been through used-car dealers with result two 
previous franchised dealers in Columbus have suspended operations during this 
period. Eight more report now operating at loss. Our earnings due overallow- 
ances necessary get any business account. Price cutting by used-car dealers on 
new cars being sharply and alarmingly reduced each month despite our long 
experience, ample parts and service facilities, and extra hard work on part 
entire organization. Truly alarming situation when after almost 50 years of 
sound business practices have built a solid and well-financed business to realize 
powerless to combat or prevent. If this situation of bootlegging allowed to con- 
tinue such loss of revenue will eventually drive us out business.” 

Illinois: “If bootlegging of new cars continues, it will force many franchised 
new car dealers out of business and cause a change in the distribution of auto- 
mobiles. Such a change would be catastrophic and lead to economic chaos. 
Most urgent that positive action be taken against this cancerous problem of 
bootlegging.” 

Kansas: “There isn’t a dealer in Wichita and most of Kansas who hasn't 
suffered great economic loss from new-car bootlegging by used-car dealers. In 
my own case, it has been the first time in over 20 years that we have not been 
able to make a profit and if the present situation continues, I can see very little 
future for the franchised dealer.” * * * “Cannot emphasize too much that many 
dealers are going broke * * * applies to small-town dealer as well as the larger 
dealer, all of whom are suffering great financial hardship.” 

Maine: “Bootlegging of new cars by used-car dealers resulting in damaging 
effects to the public and established high overhead new-car dealers. Some 
definite action to curb these vicious practices certainly must be taken.” 

Massachusetts: “Entire automotive industry threatened by serious bootlegging 
situation: unless curbed, we cannot continue in business as anthorized and fran 
chised dealers. Breakdown of the distribution system at the local level will 
reflect itself in terrific loss to car dealers, their organizations, the manufacturers, 
and their workers. We are presently selling approximately 100 cars per month 
and are in the red year to date.” 

Nebraska: “We are very concerned in our area with the new problem known 
as bootlegging. Most new-car dealers are having serious trouble trying to 





™ Marketing Channels, op. cit., supra, p. 84. 
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Iinaintain factory required standards of merchandising and servicing in face 
of finding new cars being dumped in their trade territory at greatly cut prices 
by others than authorized local new-car dealers. This looks like total collapse 
for the retail auto industry as it has been known from the beginning.” 

New York: “New-car bootlegging is now confirming our fears of the past as 
dealers representing independent manufacturers are now actually being forced 
out of business and if they have enough money left are trying to continue as 
bootleggers themselves by buying and selling all makes. This eliminates neces- 
sity of stocking parts, supply service, etc., necessary for franchised dealer, 
thereby decreasing capital requirements. This is only beginning of complete 
breakdown entire distribution system. First independent dealers will be gone, 
followed by others unable meet competition of quick profits without obligation 
to public. Purchasers in States and cities are demanding protection of author- 
ities from misrepresentation, lack of guaranty, and higher than represented 
price, so nobody is benefited. We are watching slow but definite confiscation of 
reliable, franchised dealers, unable continue maintain facilities, parts, and serv- 
ice necessary to safety and welfare of motoring public.” 

North Dakota: “Let me again state that the bootlegging of automobiles is 
causing widespread disruption of ordinary automobile business procedure. 
North Dakota dealers jittery and afraid of what the future holds. Official 
figures show 41 dealerships out of business this year to date. This is approxi- 
mately 8 percent of our legitimate enfranchised dealers.” 

Ohio: “Bootlegging becoming more prevalent daily in our area. It destroys 
the morale of our better dealers as well as their profits. My opinion is that 
present system of automobile retailing will be seriously threatened unless boot- 
legging is stopped. I strongly urge positive action at once to halt this vicious 
practice.” 

Oregon: “If bootlegging continues to expand at present rate it will soon 
jeopardize investment franchised dealers. Public now confused as to price 
structure. Our industry to be successful must be stabilized.” 

South Carolina: “Eight bootleggers with hog-wire and gravel for overhead 
continually offering new Chevrolets here slightly above dealers’ cost. Threaten 
our economic existence and jobs for 80 employees and 334 dependents. Lost 
money April, also February. Impossible to maintain any standards of service 
to the public under bootleg conditions. Of 99 new Chevrolets registered Spartan- 
burg March only 38 acceptable deals and even less for April.” 

Tennessee: “Bootlegging situation this area continuing to get worse. Dealers 
folding or in liquidation. . . . Alarming my business and all legitimate dealers. 
Capital in great jeopardy.” 

Texas: “Have a net loss here today. Bootlegging definitely result. Some- 
thing should be done immediately to curb monopoly and bootlegging.” 

Utah: “Extremely urgent something be done to alleviate chaos in new-car 
sales. Condition this territory brought about largely as result of bootlegging. 
While Utah law prohibits used-car dealers from representing cars as new, actu- 
ally hundreds of new units each month are sold by used-car dealers who get 
uround law by registering sales as used units.” 

Washington State: “The automobile dealer maintaining a source of parts and 
reliable service for a community as well as a payroll is on the way out unless 
bootlegging of new cars can be stopped.” 

West Virginia: “Cancerous growth of bootlegging in the retail automobile 
business as we have it today is one of the greatest threats to a sound national 
economy.” 

Wyoming: “Dealers throughout Wyoming are being hurt tremendously by 
the bootlegged cars and trucks that are coming in. Operating under my fran- 
chise is an extreme hardship today because of this problem and it will be 
impossible to continue indefinitely unless this bootlegging problem is handled.” 

Thus, the authorized dealer’s economic stability is threatened because boot- 
legging prevents him from realizing a reasonable return on his investment. 
secause of the practice he will not be able to maintain the selling and servicing 
facilities required of him by his manufacturer and the consuming public. 

At best, due to the highly competitive nature of the business in which he is 
engaged, the authorized new-car dealer’s profit return is very low. In a study 
covering the first 9 months of 1953, the Accounting Corporation of America found 
that the new-car dealers were 39th in 41 classifications of retail businesses in 
their ratio of net profits to sales. 

NADA’s Report of Operating Averages for the Automobile Retailing Industry 
for 1953 shows clearly the narrow margin of operating profit of the average 
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new-car dealer. The table below represents the combined experience of dealers 
handling all makes. It shows the ratio of dealer’s gross profit and operating 
profit before taxes to total sales at the end of 3 months, 6 months, 9 months, 
and 12 months of 1953. The volume groups are based on retail deliveries of new 


cars and trucks in the year 1953 as follows: Group I, 1 to 149; group II, 150 
to 399; group III, 400 to 749; group IV, 750 or over 
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These figures are not for the individual quarters, but are cumulative to the 
end of each period They reveal the startling fact that for all dealers com 
bined, such heavy losses were sustained in the final 3 months of 1955 that a 9 
months’ operating profit of 4.3 percent of sales was suddenly reduced to about 
half that ratio by the end of the year 

The figures for the first 3 months of 1954 are even more alarming. Average 
operating profits for all dealers plummeted to 0.8 percent of sales for that period. 

As heretofore noted, dealers are very positive in their views that bootlegging 
is the principal cause of this dangerous decline in their operating profits. In- 
dividual dealers who responded to the business management survey were most 
pessimistic concerning present conditions in the industry. For example, one 
dealer in a Midwestern State handling one of the more popular makes explained 
his profit decline in this way: 

“Too little profit left in new deals after discounts and high trades. This 
business is profitless except to manufacturers. Dealer holds the bag. Present 
conditions cannot continue. Disastrous for all dealers.” 

\ ce eT Sé ing a nae ence I line in the I r West reported: 

“We have operated without profit to maintain any semblance of a selling 
organization. The $64 question is ‘How long can an independent continue 
operat n nder these continuing conditions? We don’t expect to be around 
to find the answer to this question.” 

Another reported: 

“As an automobile dealer for the past 31 consecutive years we see no future 
as a dealer. We have practically decided to liquidate in spite of a $550,000 
investment.” 

An eastern dealer handling one of the most popular lines explains his situa 
tion this way: 

“With expenses high and new units being delivered at cost or thereabouts, 
the bigger the volume the bigger the loss.” 

\ uther lealer, we feel, expressed the sentiments of many of his fellow 
dealers when he reported : 

“T am strictly in a farming section. My operations the first quarter of 1954 
have been worse than any other quarter experienced since being a dealer.” 

Still another dealer painted this picture: 

“We have n additional loss to take before we can liqnidate our used-car 
inventory. This will be one of our poorest years since the thirties. It looks like 
time to get out.” 

And still another reporting dealer suggested a solution in these words: 

“Rootlegging clause should be in factory franchise.’ 

Within the past 10 days NADA has received from dealers and dealer repre- 
sentatives in at least 41 States estimates of the number of new-car dealers in 
their areas who are presently operating at a loss and who, if the bootlegging 
pr t eonti nis Ww g mitt of hnsiness In one area where the nractice is 
particularly vicious, it is estimated that 90 percent of the authorized dealers 
are losing money. The most conservative estimate received indicated that 
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1 out of every 5 new-car dealers in the area was operating at a loss. Typical 
of the comments accompanying these reports are the following: 

From Alabama: “There’s not a dealer who wouldn't sell his business.” 

From Georgia: “Plan to liquidate. Operating since 1912. Past 6 months 
hardest ever seen.” 

From fdaho: “Many will not remain in business long.” 

From Indiana: “One hundred fifty dealers reorganizing. Borrowing heavily. 
Three hundred more will fold.” 

From Kentucky: “Majority in the red. Several have folded.” 

From Massachusetts: “Selling one hundred cars a month and in the red.” 

From New Hampshire: “If I could bail out I would.” 

From New Jersey: “Morale never lower than now, in 30 years of experi- 
ence.” 

From Oklahoma: “Dealers must return to substandard wages for employees.” 

From Utah: “Worse than depression. Slow but deliberate confiscation of 
dealers.” 

rom Vermont: “Most dealers in red.” 

From Minnesota: “Franchises available in all lines. Now no Dodge dealer in 
St. Paul or Minneapolis.” 

From Pennsylvania: “Hundreds operating at loss.” 

Virtually all who commented attributed this alarming development, in whole 
or in part, to the effects of bootlegg' ng 

The foregoing points up quite clearly that sound and stable authorized dealet 
organizations are suffering under adverse economic conditions created in large 
part by the bootlegging practice. Continued loss of operating profits can only 
lead to dealer failures. Widespread failures or liquidations can mean the destruc- 
tion of the distribution system. The present rate of failures both voluntary and 
involuntary, certainly points in that direction. There can be no doubt that boot- 
legging exerts a crippling influence on a retail industry that is generally regarded 
as the bellwether of our economy. 

No statistics are readily available which disclose the total business failures 
among new-car dealers throughout the United States in recent months. How- 
ever, in response to a recent survey, dealers and dealer representatives in 40 
States reported a total of 1,757 dealer failures due primarily to the adverse 
economic effects of bootlegging. These failures range in number from a high in 
one State of 250 to a low of 2 in a sparsely populated Western State. In nearly all 
cases dealer association executive indicated that unless immediate relief is 
forthcoming many others either plan or will be foreed to liquidate. The follow 
ing quotations from communications received by NADA to illustrate the extent 
of business failures in recent months 

Brooklyn and Long Island, N. Y.: “20 dealers failed.” 

Akron, Ohio: “At least six dealers have discontinued business and more plan 
to do so.” 

Washington: “Since last fall approximately 70 dealers have failed or liqui- 
dated.” 

Utah: “Forty-four out of 279 Utah franchised dealers have discontinued 
business.” 

Greenville, S. C.: “Several (dealers) already forced out of business.” 

New Jersey: “Fifty-one new-car dealers have failed or have gone out of busi- 
ness during past 4 months due to unfair competition.” 

Arkansas: “Nine percent of 480 paid members failed. Major reason—boot- 
legging.” 

North Dakota: “Official figures show 41 dealerships out of business this year 
to date.” 

Alabama: “Twenty-two dealers changed hands and/or gone out of business 
either directly or indirectly because of bootlegging.” 

Oklahoma: “One hundred fifty have failed or folded within last 9 months.” 

Louisiana: “About 40 in State went out of business since January.” 

Arizona: “Two failures this year.” 

Mississippi: “Bootlegging combined with economic conditions has resulted in 
the failure of approximately 25 of our members and the voluntary liquidation of 
at least 39 more.” 

Montana: “Three failures in Montana since January 1, 1954.” 

North Carolina: “Approximately 15 percent of dealers have gone out of 
business.” 

Michivan: “There are approximately 98 less A licenses issued by secretar f 
state this year than a year ago. 
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Tennessee: “Since January 1, 22 new-car dealers have failed.” 

Kansas: “Since January 1, 1954, to date 78 of our members have gone out of 
business.” 

Texas: “Forty dealers that we are advised of in areas metropolitan and rural 
have folded up in first 4 months this year due inability to compete profitably 
Ww th bootleg ears.” 

Illinois: “Such sales practices contribute immensely to some 125 new-car 
dealers quitting business in this State in 1953.” 

Washington: “Since last fall approximately 70 dealers have failed or 
liquidated.” 

Florida: “Forty-seven new-car dealers out of business during 1954.” 

Connecticut: “Four dealers have been forced into receivership and about 25 
dealers have sold out rather than attempt to operate in this market.” 

Iowa: “Many dealers are discouraged because of bootlegging practices and 
at least 10 percent of membership (1,300) has changed hands or discontinued 
business in last 4 months 

Authorized dealers generally feel they are fighting a losing battle. They realize 
that they cannot continue to pay the costs of their present establishments with 
adequate selling and servicing facilities and engage in cutthroat competition 
with “bootleggers with hog-wire and gravel for overhead.” On the other hand, 
they realize that such establishments are necessary to meet the standards of 
their manufacturers and the requirements of the users of automobiles. In short, 
they are ina dilemma. 

The feeling of many of the dealers who find that they can no longer continue in 
business under present conditions was expressed recently by a De Soto-Plymouth 
dealer who stated that “he relinquished his franchise because of ‘unfair com- 
petition from bootleg’ used-car dealers.” ° 

No doubt some of the authorized dealers who have gone out of business in 
recent months represented General Motors and Ford, but the mortality rate 
among dealers handling lines manufactured by the “independents” and Chrysler 
is reaching alarming proportions 

The net dealer loss of all but one® of the automobile manufacturers other than 
General Motors and Ford is as follows: 
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Note the increase of nearly 1,(00 percent in 1953 over 1952 and the increase 
of nearly 5,000 percent in the first quarter of 1954 over the first quarter of 1953. 

These losses are net and do not include dealers who went bankrupt or out of 
business and were replaced by another dealers. Some of the manufacturers 
actually showed a net gain in 1952 and in the first quarter of 1953 but none 
showed a net gain for the year 1953 nor for the first quarter of 1954.” 

Recent statistics obtained by NADA concerning the numbers of involuntary 
bankruptcies among franchised dealers further emphasize the seriousness of the 
bootleg problem Dun & Bradstreet reports that involuntary dealer failures 
show an increase cf 248 percent in 1953 over 1952. Figures from the same source 
show that in the first quarter of 1954 involuntary failures increased 227 percent 
over the first quarter of 19538 

According to NADA’s records 1.714 authorized dealers failed to renew their 
memberships in the last 4 months of 1953. Of this number 646 reported that 
they had gone out of business. In the first 4 months of this year, of the 1,860 
nonrenewals we have definite information that 767 have liquidated. 

No information was received from many of the nonrenewals. However, in- 
formation available shows business failures to the extent of approximately 40 
percent of those who no longer are members. We have every reason to believe 
this mortality rate among former members is much greater. 

From the foregoing it is clear that bootlegging is disrupting a long-established 
and accepted method of distributing new automobiles. 





® From the Chattanoogs 
® Kaiser-Willvs dealers’ 





Times, Chattanooga, Tenn., Thursday, April 15, 1954, p. %4. 
oss was not included because their corporate setup brought 
about a consolidation of dealerships and a consequent net loss considerably above the 
averages indic d above. However, such losses would have no direct bearing on the subject 
under consideration 


© Information received from manufacturers on April 29, 1954 
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The extremely inequitable position in which the franchised dealers are placed 
in attmpting to compete pricewise with used-car dealers is immediately ap- 
parent when their respective costs are analyzed. The used-c.ir dealer operates 
with practically no overhead. He owns or rents a lot where cars are displayed. 
He has nominal expenses in lights, signs, and advertising. Total sales com- 
missions are low while administrative and clerical expenses are negligible. 

In contrast, the franchised new-car dealer has a substantial investment in 
his business. He is required by his manufacturer to incur high operating 
costs to sustain the type of business needed to do the job. 

A survey made in 1951 indicates that new car and truck dealers in the United 
States have investments in the automotive retailing system totaling more than 
$6 billion. In a recent news release Mr. Fish of General Motors was quoted as 
stating: “ “Chevrolet dealers are strong financially. Their combined net worth 
is substantially over $1 billion, very substantially over $1 billion.” The presi- 
dent of Hudson Motor Car Co. stated that: * “The capital investment of Hudson 
dealers in the automobile industry was greater by $10 million than Hudson’s 
entire assets.” Authoritative sources report that in 1952 retail sales of auto- 
motive dealers exceeded $2614 billion.“ Dealers employ some 725.000 people 
Their annual payrolls approximate $2% billion. While collectively their invest- 
ments are large, individually the dealers are “small-business men” in the true 
sense. Four out of five of NADA members sell an average of less than 100 
new cars each year. 

New-car dealers must maintain large showrooms and service departments in 
the more desirable and, therefore, the higher rent areas of their communities. 
The high expenses and capital investment necessarily incident to maintaining 
a new-car dealership include salaries and commissions of salasmen; large in- 
ventories of supplies; special tools and equipment; cooperative national ad- 
vertising fund; expenditures for local advertising; elaborate accounting and 
reporting systems; adequate working capital; clerical and administrative costs 
including social security, insurance, etc. These are necessary investments if 
the dealer is to participate in the elaborate machinery of the 1ew-car distribu- 
tion system. 

In almost all cases these expenses are largely demanded by the manufacturer. 
For example, the I’ord franchise provided in paragraph 5: “Jealer agrees to 
maintain a place of business * * * located in a place and equipped in a manner 
acceptable to company * * *; to install and maintain therein the tools, ma 
chinery, and equipment recommended by company; to employ sufficient, com- 
petent salesmen * * * and sufficient, competent service mechanics to render 
prompt, efficient service to owners of company products and to render such 
service to any owners of company products engaging such service, including 
the service to which a purchaser of such products from dealer (or from another 
authorized Ford dealer) is entitled.” This franchise then prodvides the right 
of company inspection of the dealer’s stock and place of business. 

There is a further provision for the maintenance of a stock of current-model 
automobiles. The Ford franchise requires dealers to maintain adequate sup- 
plies of parts. Manufacturers insist dealers maintain a sufficient amount of 
working capital. Section 14 of the Chevrolet franhcise provides: “If the amount 
of owned net working capital or net worth or the way in which either is set up 
is now or hereafter inadequate in seller’s estimation for the proper handling 
of dealer’s business, dealer will take the necessary steps to meet seller’s appli- 
cable requirements within the time determined by the seller.” Complete and 
up-to-date records are required of the franchised dealers. Dealers are required 
to invstigate and handle all complaints from customers in order to “secure and 
maintain the goodwill of the public toward Cherolet products.” The depend- 
ence of both manufacturer and dealer upon continuing customer goodwill is 
emphasized by the following quotation from a recent franchise of a leading manu- 
facturer : 

“The success of direct dealer and of company are both dependent upon a 
continuing goodwill on the part of the public toward company’s products and 
policies. Both direct dealer and company recognize and assume in this agree- 
ment certain responsibilities to each other and to the public. 





11 New York Times, November 27, 1953, 

122 New York Times, November 27, 1953 

1% Automotive Facts and Figures, 33d edition. 1953, p. 29, published by Automobile 
Manufacturers’ Association. 
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“The sale of motor vehicles requires merchandising methods, particularly 
adapted to this business. Company depends upon dealers for more than the 
sale of its products to the public. 

D.rect dealer and company have a common interest in the public goodwill 
toward company’s products. 

i nder this agreement, direct dealer receives important advantages and privi- 
leges. He assumes responsibility to develop actively and diligently the sales and 
servicing of company’s products. * * *” 

Similar requirements are contained in franchises of other manufacturers. 

Studies of all makes of automobiles for the calendar year 1953 graphically 
illustrate the average cost per car of some of these basic expenses to the fran- 
chised dealers. For example, the average cost for clerical salaries and wages 
for that year was $149.07 per car. This is exclusive of mechanics’ salaries. The 
average cost per car for salesmen’s commissions was $90.69. It was determined 
that it cost each dealer an average of $46.68 per car to cover total rent and 
other expenses in lieu of rent where the building was owned by the dealer. 
Insurance costs other than on the building average $15.49 per car. It costs the 
new-car dealer an average of $20 per car for the expense of maintaining small 
shop tools and incidental supplies in the operation of a service department. Non- 
cooperative advertising costs $38.06 per car. 

Most automobile manufacturers require their dealers to make heavy contri- 
butions to a cooperative national advertising fund. Paragraph 24 of the Chev- 
rolet franchise reads: “In order to give a Chevrolet dealer the advantage of a 
comprehensive and coordinated dealer-advertising program, an advertising fund, 
composed of a dealer portion and a factory portion, has been established and is 
administered by seller for the purposes of supporting such a program.” Accord- 
ing to a recent analysis about $200 million is spent a year on dealer-cooperative 
automobile advertising. This is based on an average of $32 per car. The split 
on some different makes is as follows for each car sold: Chrysler—factory $10 
and dealer $20; Ford—factory $3 and dealer $15; Chevrolet—tactory $3.75 and 
dealer $12; Nasb—factory $7.50 to $12.50 and dealer $15.25; Plymouth—factory 
$3 and dealer $10; Studebaker—factory none and dealer $15 

When unauthorized dealers sell new cars, they generally furnish the customers 
a manufacturer’s warranty. Serious obligations are imposed upon the fran- 
chised dealer under this warranty. In add:tion to performing the requirements 
of the warranty, properly equipped new-car dealers perform additional free 
service for the new-car purchaser. These services are generally performed by 
franchised dealers as the result of a special service policy in the case of certain 
makes of cars, and as an accepted part of the warranty program in other cases. 
Vhis servicing includes comprehensive inspections at stated intervals, replace- 
ment of parts as provided and other work using expensive trained mechanics to 
meet the demands of an exacting new-car buyer. Purchasers of new cars from 
unauthorized dealers demand and generally receive the warranty and accom- 
panying free servicing as a prerequisite to their purchase. In obtaining assur- 
ances of such services, the purchaser receives something the unauthorized dealer 
is not equipped to give and to the cost of which he has contributed nothing. 
Franchised dealers who maintain the highly skilled shops necessary for the war- 
ranty and servicing program are obligated to perform these services. 

How much does it cost the new-car dealer to perform these services and to 
keep market acceptance? Every automobile manufacturer, as a condition pre- 
cedent for granting a franchise, requires the dealer to operate a suitable shop 
for service. The dealer must maintain large inventories of parts. He must 
employ mechanics skilled in the special features of the manufacturer’s make 
of car. Most manufacturers require the dealer to employ personnel who have 
actually received specialized training at the manufacturer’s schools. 

Many dealers in various parts of the country report that their service shops 
operate in the red. Nevertheless, they must maintain their service departments. 
Operating profits must come from the sale of new cars. A franchised dealer 
from Idaho writes:“ “The unfranchised dealer, as you know, has little or no 
overhead and no responsibility as far as warranty and service that are required 
from us by the factory and the public.” [Italics supplied.] 

Substantial expenses are incurred by franchised dealers in sending employees 
to manufacturers’ schools for special training. In the case of Ford and General 
Motors, dealers pay full salaries and expenses of employees sent to the manu- 








% Letter from Idaho dealer to NADA. 
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facturer-sponsored Schools. They also pay whatever additional expenses are 
necessary to replace these employees during this period. Such schools are con- 
ducted whenever new or improved mechanical devices are introduced. General 
Motors is now introducing an elaborate network of training schools. Sites have 
already been selected. Plymouth dealers pay the above expenses and in addi- 
tion, purchase projectors and pay flat monthly charges for the use of training 
Slides as part of their continuing educational program. There is no way ac- 
curately to estimate such total costs to dealers. 

Surveys show the average cost to a franchised dealer of performing the work 
required by the warranty and service policy. A scientific sampling of new-car 
dealers, with proper weight given to location, size of dealership, and make of 
car, reveals that the average dealer expense was $25.71 per unit of all makes 
of new cars sold at retail. This amount is over and above any reimbursement 
they receive from manufacturers. Automotive News announced this average 
unreimbursed cost was about $28 per car.” According to this survey, franchised 
dealers have spent an estimated $5 million from their own pockets to fulfill 
the letter and extent of the owner's service policies. Many dealers reported to 
this association that their average unreimbursed costs are considerably in excess 
of $28. Based upon the reports of bootlegged sales over the past 6 months, there 
is reason to believe franchised dealers have spent many niillions of dollars 
to service and care for bootlegged cars sold by used-car dealers. 

Included in the cost of operation of a shop are expenses attributed to what 
the trade refers to as “preparation and conditioning.” This covers costs of 
inspecting the car for both assembly line and intransit defects, tightening bolts 
and nuts, realinement of wheels, etcetera. While good merchandising dictates 
that the dealer perform this essential inspection service, the franchise agree- 
ments generally require it. For example, the Chevrolet franchise, in paragraph 
21A, reads: “Dealer will condition each new motor vehicle and chassis before 
delivery in accordance with seller's predelivery inspection schedule.” The dealer 
is then furnished a manufacturer’s checklist showing the things to be done. A 
survey made by NADA of a representative number of General Motors dealers 
shows that the average costs to the franchised dealer of the so-called prepara- 
tion and conditioning is $26.52 per car 

Bootlegged cars, of course, are seldom sold to the public with this valuable 
servicé performed. The franchised dealer who engages in this disreputable 
practice of wholesaling cars to used-car dealers rarely subjects his car to this 
rigid inspection. The price at which he sells won’t permit this. Information 
from a great multitude of sources testifies to the fact that new cars appearing 
on used car dealer lots still have the original paper « bumpers and doors and 
stickers on the windows showing them to be factory new but not road tested. 

Substantial expenses are incurred by the dealer in obtaining the necessary 
tools the manufacturer requires for properly servicing his improved designs. 
As evidence of dealer costs to maintain the service department to the manu- 
facturer’s satisfaction, reference is made to a provision from the Chevrolet 
franchise re: “E—Special tools—Further, dealer authorizes and directs seller 
to ship or cause to be shipped to dealer in advance of delivery of new models, 
such special tools, the cost of which shall not exceed $100, as seller deems 
essential to service such new models properly. Dealer will pay for such new 
model tools promptly on receipt thereof.” 

As noted before, used-car dealers generally sell new cars with warranty 
attached. Used-car dealers prominently advertise this fact. For example, the 
Kansas City Star, January 31, 1954, carries an ad by a used-car dealer for the 
sale of new cars which claims: “Regular factory warranty.” There are many 
examples of similar ads in NADA files. 

Franchised dealers must perform the services required under the warranty 
and service policies either because of the provisions of their franchises, pres- 
sure from the manufacturer or the danger of losing customer goodwill. 

The Chevrolet owner’s service policy states: “This owner service policy entitles 
the owner to receive * * * (enumerated Services) at all authorized Chevrolet 
service stations.” It specifically provides that an owner when touring is entitled 
to the servicing provisions from any authorized Chevrolet dealer. 

Many dealers claim they feel obliged to service free new cars sold by other 
dealers because they believe this to be the manufacturer’s policy. In some cases, 
dealers maintain they were told by the manufacturer they were expected to 
service any new car which has the necessary warranty. A great number of 
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dealers state simply they cannot afford to refuse to service a new car sold by 
someone else because of the danger of losing customer goodwill. Such customers, 
they say, expect the free service because of the prevailing conception that any 


authorized dealer will perform the necessary service. A franchised dealer ad 
vertisement appearing in the San Antonio papers in March of this year for the 
general promotion of authorized dealers reads: “A factory warranty that will 


positively be honored by any other authorized dealer.” Whatever the reasons, 
it is a fact that, by and ge, franchised dealers do perform the services under 
the warranty and service policies. For example, a franchised dealer in West 
Virginia, selling Chevrolets, writes: “We are experiencing a further loss 
in our service and parts revenues, due to the automobiles which are sold by the 
bootleggers, and the used-car dealers actually have no ‘home’ for service.” 

A Port Arthur, Tex., dealer complained: “ “It takes a great deal of our shop 
time servicing new cars that used-car dealers have sold.” In Augusta, Ga., the 
franchised Pontiac dealer sent out a “shopper” to a used-car dealer selling new 
Pontiacs. When asked about the warranty, the used-car dealer replied: * “This 
is very simple. Whenever one (sic) buys, we will phone your name to the selling 
dealer who will fill your name into the service policy; the local dealer will per- 
form the services ; he has no choice.” [Italic supplied. ] 

rhe method for granting the warranty in bootlegged cars apparently is subject 
to considerable variations. In some instances the used-car dealer obtains the 
warranty in blank and actually signs his own name. An uncritical purchaser 
accepts the warranty as such and when he presents it for service to a franchised 
dealer in another area, no check is made to determine the authenticity of the sale. 
The type of name on the warranty or service policy wou'd furnish no clue as to 
the true identity of the signer. In April of this year, the Better Business Bureau 
of Houston, Tex., advised that purchasers of bootlegged cars were complaining 
to them because used-car dealers were unable to perform the services under the 
warranty and service policies as they had promised in their advertising and in 
person.” In the main, however, warranties are transferred to the used-car 
dealer making the sale, with the purchaser’s name in blank but signed by the 
authorized dealer. The used-car dealer then fills in the purchaser’s name when 
he makes the sale. 

Thus it is readily apparent that franchised dealers have made substantial 
investments in their servicing operation. This has materially aided the creation 
of goodwill for their product. 

In 1953, Ford Motor Co. and its dealers spent in excess of $85 million in service 
advertising, preparation for delivery, free service on new vehicles, and warranty 
adjustments. 

In their efforts to supply the highest grade of service to purchasers of Ford 
products, Ford Motor Co. dealers last year paid $400 million in salaries and 
wages to service department employees. They had invested nearly $500 million 
in service inventories, receivables and equipment. Their service department sales 
exceeded $1 billion. 

These very large investments and expenditures are all necessary to provide the 
service to which owners are entitled, and can be provided only by an alert, well- 
established and well-financed organization of authorized dealers. 

Optimum efficiency in any industry requires scientific measurement of market 
potential in order to keep supply and demand in balance. Great care has always 
been taken by automobile manufacturers to learn the actual marketing condition 
in their sales areas. 

Manufacturers recognize that they are largely dependent upon their franchised 
dealer for obtaining accurate information concerning market potential. Based 
upon the information submitted by franchised dealers production schedules are 
arranged. Periodic reports of sales and stocks are carefully analyzed by the 
manufacturers. Monthly operating reports from dealers are carefully studied at 
the home office. This information is of such importance to the manufacturer that 
in practically all cases specific provisions for detailed reports are contained in 
the franchise. 

For example, the Chevrolet franchise provides that the dealer will furnish the 
manufacturer for his guidance on a specified date each month an estimate of 
the dealer’s requirements for Chevrolets for the 3 following calendar months. In 
addition there is a requirement for the furnishing by the dealer to the manu- 
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facturer of a 10-day report, on forms supplied by the manufacturer. Such report 
shows retail sales of both new and used cars during a 10-day period, new and 
used car stocks, and unfilled orders on hand at the end of said period Ford 
requires its dealers to furnish prior to the 10th of each month orders setting 
forth their estimated requirements of new cars for that month. 
reports similar to the General Motors reports are also required. 
facturers have similar reporting requirements. 

Considerable time and money is expended by the dealer in the preparation of 
such reports. Experts in the industry have concluded that such information is 
necessary for efficient operation. Largely through these reports supply is kept 
in line with demand. Bootlegging tends to frustrate attempts accurately 
measure the market and keep production in proper balance. 

An accurate estimate of the actual strength of a particular market is most 
difficult where bootlegging is prevalent. The reasons are simple. The vast vol- 
ume of sales that may be reported by dealers in a particular area where boot- 
legging is rampant gives a totally misleading picture of customer demand in 
that area. Generally, cars which are bootlegged are not sold at retail in that 
area but are transshipped to other sections of the country for resale. Practically 
all bootlegged cars ultimately reach consumers in areas considerably distant 
from the points where they were originally sold to franchised dealers. It seems 
obvious that a franchised dealer would be slow in creating competition for him 
self by supporting a bootleg outlet in his area with new cars. 

Files of the association are replete with complaints of dealers and State asso- 
ciations concerning total number of bootlegged cars which are being shipped 
into their areas from points Many miles distant. The west coast complains of 
a great number of cars sold in their area which came from Kansas City. Texas 
complains of many sales of bootlegged cars coming from St. Louis. The Dallas 
New Car Dealers Association in a wire to NADA states: “Any analysis that fails 
to consider the large number of cars transhipped to other markets than those 
for which they were intended will distort the otherwise logical conclusion. 
Documentary evidence is available to support these statements and names, dates, 
places, makes of cars, serial numbers, and other data supporting them are avail- 
able in this office.” ” 

Conversely, a manufacturer is likewise misled by reports of low sales by his 
dealers in areas where purchasers are buying bootlegged cars. His dealer 
reports reflect a decreasing market whereas in fact purchasers may actually be 
buying a larger number of his cars in that area. As long as bootlegging prevails 
considerable confusion is the inevitable result. It is evident that the manu- 
facturers’ distribution plans are being thwarted by a device which causes cars 
to be transhipped into markets for which they were not intended. Proper con- 
cern for the health of the automobile industry demands the elimination of any 
factors which tend to disrupt the methods for accurately keying supply to 
demand. 

Bootlegging has become synonymous with practices which are a fraud on the 
public. 

Reports from all sections of the country show that bootlegged automobiles are 
being advertised, offered for sale and sold, as new, unused automobiles, when 
in fact the speedometers have been disconnected and the cars driven many miles, 
often in tow-bar operations. 

In Seattle, Wash., Pinkerton’s National Detective Agency, Inc., was employed 
to conduct a continuous investigation of suspected unethical practices in the 
Sale of bootlegged ‘‘new” automobiles in that area. On November 11, 1953, one 
of Pinkerton’s investigators shopped an unauthorized dealers lot where allegedly 
new 1954 model automobiles Were displayed and offered for sale. The agency’s 
sworn report reads in parts as follows: 

“T told Mr. ———— that I was interested in the 1954 Plymouths on the lot and 
asked if I could see them. He informed me he did not have the keys for the 
two Plymouths in front, but that he had a 1954 Plymouth Plaza in the carport 


Periodic sales 
All other manu 


to 


to which he had the key. * * * Mr. ———— informed me it had just been 
brought in today by a woman on her way to Alaska to join her husband. * * * 
When I inquired about the mileage, Mr. ———— informed me he had turned it 


back to the 7 miles indicated and that he turned back speedometers all over 
Seattle and vicinity for $2.50 a car on new cars driven in from eastern dealers 
and on older cars with excessive mileage. 
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“During my pretext [sic] conversation, he continued to inform me he drove 
ears from Kenosha, Wis.; St. Louis, Mo.; Detroit, Mich.; and other eastern 
points. He brings back two cars each trip * * * (and) he is in heavy demand 
* * * He explained that the cars were covered by a new car guaranty, so turn- 


ing them back did not hurt the buyer any, in his opinion * * *. Due to the fact 
Mr. did not know where the keys to the two 1954 Plymouths were, serial 
numbers were not obtained. On both cars Mr. stated he had already 


turned back the mileage, and that they were out-of-state cars * * * .” 
Illustrative examples can be cited to show these cars are driven many miles. 
On October 29, 1958, a dealer located in San Francisco, Calif., reported that it 
is possible to have new cars driven from Detroit to California merely by con- 
tacting one of several “driveaway” companies located in Detroit.” According to 


this dealer these companies, for a relatively small fee, will arrange to have the 
cars driven by indi.iduals desiring free transportation to California. 
That similar arrangements may be made with “driveaway” companies located 


in other parts of the country is evidenced by an affidavit furnished by the Busi- 
ness Men's Alliance of Salt Lake City. This affidavit * states “Before we left 
Chicago with the automobile the speedometer was disconnected and we received 
instructions * * to make sure that the speedometer remained disconnected 
throughout the trip. The speedometer reading showed three and nine-tenths 
miles on the car when we left Chicago.” 

In a wire dated April 29, 1954, the Better Business Bureau of Houston, Tex., 
advised that “reports indicate that cars have speedometers set at or near zero 
even when they were brought through under their own power or towed.” 

The following excerpts from reports or letters in the files of NADA are 
typical of complaints received by other better business bureaus: 

New Orleans, La.: “On or about August 16, 1953, Mr. Joseph Rome * * * 
bought a 1953 Chevrolet Bel-Air as a new car from Automobile Brokers, Inc. 
* * * and later learned that it was a used car bought and owned in Ohio.” 

Dallas, Tex.: “On November 9, 1953, a representative of the Dallas Better 
Business Bureau observed a 1953 Ford towing a 1953 Chevrolet, neither of 
which was licensed and both of which carried dealer’s paper tag bearing a 
number subsequent!y found to be that of a used car or nonfranchised dealer. 
The cars were followed to a used car dealer’s lot. Both cars had all the nor- 
mal markings and stickers of a new car on their windshields.” 

Dallas, Tex.: “Ia August 1953, a Dallas man and his wife purchased a so- 
called new car from a local used-car dealer who advertises ‘new cars.’ This 
purchaser contracted to buy and did purchase a 1953 Pontiac. A few weeks later 
they discovered the Pontiac owner’s service policy and Pontiac owner’s Delco 
battery warranty and adjustment service policy stuck to the top of the glove 
compartment with scotch tape, recording the previous sale of the car by a local 
authorized Pontiac dealer to a local resident the previous March 1953. In- 
vestigation disclosed that * * * this car had actually been licensed and regis- 
tered when purchased by the first owner in March 1953. It was further found 
that the first owner’s name had been signed without authority to an applica- 
tion for a second set of 1953 license plates when the car was sold to the second 
purchaser in August.” 

Purchasers of bootlegged “new” automobiles have registered complaints of a 
similar nature with better business bureaus throughout the Nation. 

Bootlegged cars are frequently advertised and offered for sale to the public 
by unauthorized dealers at “cut-rate” prices when in fact the actual sales price 
exceeds the price the purchaser would have paid had the same model car 
similarly equipped been purchased from a franchised new-car dealer. 

In Schenectady, N. Y., a complaint was received by the Better Business 
Bureau from a purchaser who was charged $2,100 for a 1954 Chevrolet. He 
subsequently learned from an authorized Chevrolet dealer in Schenectady 
that the list price for this car was $1,887 including identical equipment. This 
purchaser was charged $213 over and above the amount he would have been 
charged had he purchased the car from an authorized Chevrolet dealer. 

On April 14, 1954, a dealer in Durham, N. C., advised the North Carolina Auto- 
mobile Dealers Association that purchasers of bootlegged “new” Buicks were 
being charged for certain accessories which in fact are standard equipment. 

As the result of the outright deceit, misrepresentation and fraud being per- 
petrated by unauthorized dealers against the unwary car-buying public, pur- 
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chasers of bootlegged “new” cars are being charged, and to their great dismay 
ultimately forced to pay, extremely high and unnecessary finance charges, ex- 
orbitant insurance charges, and additional unexplained charges which in fact 
raise the total sales price beyond the advertised price. 

For exaliple, a Woman in Dallas, Tey complained to the Better Business 
Bureau that she purchased a car “from a nonfranchised dealer who represented 
the car as a new one.” According to her report to the Better Business, April 2, 
1954, she * agreed to pay $1,810 for the new car, receiving a credit of S705 
for her old car, leaving a balance to be financed of $1,105 divided in 17 payments 
of $65 each. After making several payments, however, she learned of the ob- 
ligation to pay an 18th payment of $1,148 making the total price of the car 
$2,953 instead of $1,810 she thought she was to pay 

In Dallas, Tex., a man and his wife complained to the Dallas Better Business 
Bureau that “they visited the premises of a Dallas used car dealer who adver- 
tises for sale brandnew automobiles and asked to see one of the cars which 
had been advertised as new and for sale at a price of $1,735. After some nego- 
tiation, they were quoted a price of $1,735 on such a car and were also quoted 
a trade allowance of $465 for a car to be traded in, leaving a balance of $1,270. 
At this point in the transaction, the salesman said that he was new on the job 
and asked the customer to sign the contract in blank to facilitate his handling 
the matter and explained that the secretary would fill out the papers in the 
morning as they had agreed on. rhe customer signed the contract in blank 
Mor the next week or two the purchaser was unable to secure his papers from 
the finance company but when he finally did so, he learned the contract pro- 
vided for payment of 11 payments at S70 each and a 12th payment he 
amount of $1,270 or a total of $2,040 which included $101, for insurance. The 
customer contacted the finance company and was advised that the contract 
price of the car was $2,195 against which he received a credit of $595 for the 
car he traded in, leaving a balance to be financed of $1,600. Finance and insur- 
ance charges presumably amounted to $440 but the difference between $1,270 
representing the amount this purchaser thought he was to finance, and the 
$1,600 actually financed cannot be accounted for or reconciled.” 

These examples indicate clearly that the guileless public is a ready victim 
of such fictitious pricing methods In Los Angeles, Calif., the Pinkerton’s 
National Detective Agency, In¢., advised the Los Angeles Motor Car Dealers 
Association that one of its investigators, while posing as a shopper, was informed 
by a used-car dealer advertising and offering for sale 1954 “new” automobiles 
that on time payments a 30 percent down payment would be required and a 
12 percent per annum interest charge would apply on the balance. Banks in 
this area charge maximum interest rates of 6 to 7 percent per annum 

The Better Business Bureau of Houston, Tex., reports it has had “many 
complaints of serious overloading in financing of these so-called ‘new’ cars.” 

Thus bootlegging places a premium on chicanery. 

From the foregoing it is clear that bootlegging 

(a) Misleads and confuses the public. 

(b) Disrupts a long established and accepted method of distribution of 
new automobiles. 

(c) Exerts a crippling effect on a retail industry that is generally regarded 
as the bellwether of our economy. 

(d) Brings about a fictitious method of pricing. 

(e) Places a premium on chicanery and medicine-show sales techniques. 

(f) Imposes substantial barriers to ethical competition in the retail 
market 

(9) Restricts the free and wholesome use of capital. 

(h) Endangers the savings, investments, and financial future of a vast 
number of small-business men. 

(i) Permits the laws of the country to be used as an umbrella for men 
of weak will, while serving as a threat to men of competence, integrity, 
and healthy ambition. 

(j) Subordinates the welfare of the majority of new-car dealers to the 
willfulness of a greedy minority. 


STATEMENT OF H. M. SLOATE, CHEVROLET DEALER, HARTFORD, CONN. 


My name is H. M. Sloate and I have been in the retail automobile business for 
82 years; 7 years as a salesman, 3 years with the Chevrolet Motor Co., and 22 
years as a Chevrolet dealer. I am authorized by the Connecticr* ‘utomotive 











48 AGREEMENTS RESTRICTING SALES OF MOTOR VEHICLES 


Trade Association to appear as their representative and state their views on ali 
matters pertaining to this bill. It has been the established practice with dealers 
in Connecticut to shy away from any legislation, local or national, framed to 
govern any business. It has also been my practice to advocate less laws on our 
books and less Government regulation 

However, I am supporting this bill because it does not tend to regulate busi- 
ness, but would give the automobile dealers of this country a chance to work 
with the factories to iron out our own evils without governmental intervention 
as was successfully done in the earlier days of this industry. The dealers of 
Connecticut believe thoroughly in this practice. 

This business of distributing automobiles by the automobile dealers of the 
United States is a large business, carried on by small-business men. We are 
individually and collectively threatened with bankruptcy and failure. The 
present dealer setup cannot endure for long if bootlegging is not curbed. It is 
a matter of a large dealer’s investment necessary to distribute parts and give 
service to properly serve the public in all ways being undermined by an un- 
controlled set of brokers who operate without the accompanying overhead. 

The public suffers through misrepresentation, receiving cars driven hundreds 
of miles with the speedometer disconnected and having no place to go to receive 
service on new car guarantee work unless it is performed by the franchised dealer 
who would have to do this work at a financial loss to him. 

During the last war it was proved that the necessity for dealers’ service and 
parts distribution was of vital importance to every citizen of the United States 
as well as the Government agencies 

The franchised dealer of the United States represents small business in the 
purest sense and should be preserved by all means. 

I, therefore, speak for myself and the dealers of my State organization in 
Connecticut, in strongly pleading for the passage of this bill for the protection 
of the public, our Government and ourselves as small-business men. 


EXHIBITS 
New York State 


“Our association represents 2,100 new-car dealers from practically every town 
in New York State who have an investment in the automobile business of many, 
many millions of dollars. Result of bootlegging is striking a vital blow at the 
security of these independent-business men. Financial losses have caused many 
new car dealers to close their business leaving the public and community without 
service facilities for the make of car they had sold. Many others have operated 
in the red for the first 4 months of this year. Used car dealers and opportunists 
with no investment or responsibility to community or any branch of the Govern- 
ment are reaping a harvest in profit. And more than they were on those made 
during the biack market days by the same operators. Certainly it seems that 
the Government has some responsibility as a matter of public protection and 
preservation of our economy to allow our industry to establish safeguards against 
destruction of this business which is a vital and important segment in our na- 
tional economy.’—C. D. Henderson, manager, New York State Automobile 
Dealers Association. 

“While bootlegging is not rampant at this time in upstate New York the large- 
scale op°rations in the metropolitan area has affected thousands of upstate 
dealers in the past 9 months. Majority of New York State dealers are in 
the red year to date and cannot afford to lose their limited working capital. All 
businesses today ‘are fishing with a long pole’ and markets are weakened and 
profits destroyed many hundreds of miles from the major source of trouble. 
Bootlerging is a disease—prognosis fatal. It is impossible at this time to deter- 
mine the exact date when the long established retail automobile merchandising 
system will break down completely but investments and organizations employing 
tens of thousands of wage earners in all dealerships of New York State, the 
backbone of automotive service to 5 million owners—cannot survive the contin- 
uing spread of the effects of bootlegging. Urge presentation of this problem to 
Congress for enabling legislation if Department of Justice fails to act. Am 
sure New York’s 43 Congressmen and 2 Senators have been made aware of this 
malignant condition at local level during the Easter recess of Congress.”—Carl 
E. Fribley, New York State NADA director. 

“Represent 455 dealers counties of Kings, Queens, Nassau, Suffolk, New York 
State. Result of bootlegging disastrous. More than 90 bootleg outlets in opera- 
tion with well over 4,000 cars on lots. Bootleg sales on 1954 models to April 1 
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over 2,000 recorded retail sales. Twenty dealers have failed. Dealers operating 
in red for last 4 months—25 percent. Fifteen percent of our dealers trying t 
get out and save what is left of their investment. Unless this bootleg condi- 
tion is cleaned up immediately many more will be forced out. Many of the 
larger bootleg operations sell over 100 new cars per month. Of all makes large 
percentage of these so-called new cars are towbarred or caravaned as many as 
1,500 to 2,000 miles over the road with the speedometers disconnected. Bootleg 
operators have no service facilities and pad finance charges from $10 to $400.” 
C. Ray Palmer, executive vice president, Brooklyn and Long Island Automobile 
Dealers Association. 

“One used car outlet alone in this city will sell over 1,000 new cars in April. 
This is 244 times more cars than any new-car dealer will sell. Estimate used- 
car dealers selling from 5 to 10 percent of new cars sold here. Very few dealers 
our territory folding—several changing ownership. Estimate more than 25 per- 
cent of our membership will be in red for first 4 months. Many dealers waiting 
to see results of first 6 months before deciding whether or not to continue in busi- 
ness. Several new-car dealers selling independent makes now bootlegging to sur- 
vivy. Bootlegging and too aggressive production schedule by manufacturers 
chief reason for this condition. Our association composed of 200 dealers in 
New York metropolitan territory.’—J. W. Farlow, executive president, Auto- 
mobile Merchants Association of New York, Inc. 

Pennsylvania 

“Unable to give latest figures in my letter of April 30. Accurate breakdown 
of dealers served by PATA shows 21 dealers ovt of business. Total has dropped 
from 160-to 139. Of these only seven are changed in proprietorship.”—Dick 
MacMeekin. 

“PAA represents approximately 90 percent of the new-car dealers in the 
State. New-car sales by used-car dealers varies very much from as high as 20 
percent in some counties to very few in other sections. It is impossible to deter- 
mine the number of new-car dealers who have failed, folded, or operated in the 
red first 4 months this year due to bootlegging, but can say that this condition 
is at least partially responsible for hundreds of dealers operating at a new loss, 
Many dealers standing by during the year 1954 to await further develop- 
ments.”—Claude F, Klugh, manager, Pennsylvania Automotive Association. 
New Jersey 

“New Jersey Automotive Trade Association represents 965 new-car dealers— 
new cars sold by used-car dealers approximately 10 percent of total sales. Fifty- 
one new-car dealers have failed or have gone out of business during past 4 
months due to unfair competition by used-car dealers selling new cars. A fur- 
ther considerable number of new-car dealers would now like to sell or liquidate if 
too great a financial loss would not be incurred. Aproximately 40 percent of our 
dealers operated in red for the past 6 months. New-car dealer morale was never 
lower in my 30 years of experience in the industry. In our old line dealers 
believe conditions are due to Overproduction which is fundamentally the cause 
of bootlegging.’”’—Otto P. Henneberger, business manager, New Jersey Automotive 
Trade Association. 

Connecticut 

“All new-car dealers in Connecticut are represented by the Connecticut Auto- 
motive Trades Association. Each one is directly affected by new-car bootlegging, 
which situation is as bad in Connecticut as in any other place in the country. 

“Connecticut registration figures for January, February, and March show 
17,620 new-car sales by franchised dealers. Used-car dealers sold 1,040 new 
1954’s during the same period. In Bridgeport, 1 bootlegger sold more Fords in 
March than the 2 Ford dealers put together; in Waterbury, 1 bootlegger sold 
more new Chevrolets than the Chevrolet dealer in the same month. The figures 
do not reveal the ruinous effect, dollarwise, that these bootleg sales had on sales 
by franchised dealers. Apparent price cutting by bootleg dealers of Ford and 
Generals Motors’ cars has demoralized the market for all new automobiles so 
that most car buyers are demanding, and getting, discounts on new cars. Thus, 
while the volume of sales remains high, the margin of profit has been drastically 
reduced, and in some cases eliminated. 

“Starting in Bridgeport, bootlegging has spread to Waterbury, Ansonia, New 
Haven, Hartford and other areas. Four dealers have been forced into receiver- 
ship and about 25 dealers have sold out rather than attempt to operate in this 
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market. Many, many Chrysler product and independent dealers would gladly 
sell out if they could find a buyer, but buyers are scarce and banks do not regard 
the automobile dealerships as sound mortgage investments. Should the de- 
moralized market continue, many dealers will liquidate rather than to go on 
losing money. 

“Some independent dealers are already selling bootleg popular makes. If 


nothing is done to restrict the sale of Ford and GM products to franchised 


dealers, this trend will continue It is not difficult to foresee a time when the 
remaining dealers will give up their franchises and deal in all popular makes 
Without the restraints and supervision of a factory contract If such a market, 





a few aggressive dealers would soon dominate the market. Most dealers would 
discontinue their unprofitable Service departments with much resulting incon- 
venience to the car buyers.”—Carl R. Lane, executive vice president, Connecticut 
Automotive Trades Association, Inc. 





STATEMENT OF J. J. MARSH, Forp DEALER, DENVER, COLO. 


My name is J. J. Marsh, president of Marsh-Wimbush, Ford dealership, Den- 
ver, Colo. I have been closely associated with the automotive business since 
1925. Never in my experience have I seen the type of automobile market which 
exists today insofar as lack of stability und security for the automobile dealers 
The matter of bootlegging new cars to the retail buyer through unauthorized 
sources has plagued the industry in this community. There are 11 authorized 
Ford dealers in the greater Denver area and 10 authorized Chevrolet dealers 
in this area. Each is franchised by the factory to sell new products. At the 
present time in the Denver area there are practically 40 used-car dealers in addi- 
tion to the new authorized Ford and Chevrolet dealers who are selling to the 
public new Ford and Chevrolet cars and trucks. The new units which these 
used-car dealers have, have come from authoribed new-car dealers east of here 
where freight rates are lower. They are cars that new-car dealers have dis- 
posed of to used-car dealers to relieve their excessive inventories or to make a 
short protit in order to absorb additional products from factories 

The further the authorized dealer is from the factory, the more of a problem 
bootlegging is to him. For instance, in this area the average freight cost is $150 
on a bord or other small cat The new cars are dumped by new-car dealers 
near to the factory where there is little or no freight. They are bought for $25 
to $50 over invoice cost, then used-car dealers there have them driven to this 
area by individuals wanting transportation west for a total cost to the used-car 
dealer of about $20 and they arrive on this market at a cost to the used-car 
dealer of from $75 to $100 less than the new cars cost the authorized dealers 
from the factory. It is imperative that the authorized new-car dealers buy 
their new units from the factory delivered at the dealer's door at a higher price 
than the used-car dealers pay These bootlegged cars ure then offered as new cars 
in competition on this and other markets to the public and represented to them 
as fully guaranteed by the factory and eligible for all new-car services from 
authorized new-car dealers. 

The new-car dealers will not perform the warranty service on these cars and 
the public is left hauging in thin air as a result of the misrepresentation given to 
them by the bootleggers. The matter of rendering service to the ultimate buyer 
of a new 1954 Ford product is a very serious one. The manufacturers of both 
Ford and Chevrolet have announced a definite program to wit: If a retail cus 
tomer buys a new car from an unauthorized dealer and if an authorized dealer 
declines to render warranty service the manufacturer will not sustain the new 
authorized car dealers’ decision and thus pulls the rug from under the author- 
ized new-car dealer. The manufacturer expresses h's goodwill at the dealer's 
expense. If the new-car dealer should elect to extend warranty work on a 
unit bought through so-called bootleggers, the new-car dealer is obliged to give 
the manufacturer a 25-percent discount on Ford parts that he may be obliged 
to put in the car. Expressed otherwise, if the new Ford was delivered to the 
buyer by an unauthorized dealer, the authorized dealer is obliged to give the 
factory a 42-percent discount on parts plus a 10-percent profit and he is obliged 
to give the factory a 30-percent discount on labor, as the cost of rendering war- 
ranty on so-called normal delivery. As the servicing dealer he performs serv- 
ice on new Ford car sales which are generated by used-car dealers who are not 
authorized dealers and on which he has made absolutely no profit on original 
sale and has no obligation to the buyer. 
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There are two used-car auctions in the Denver area which sell cars by auction 
twice a week. These cars consist of practically nothing but new cars being 
sold by dealers between here and the factory and as a consequence have flooded 
the market with an abnormal number of new cars and demoralized the value 
of the new cars in the hands of the authorized dealer. In the Denver area there 
is an average market of from 400 to 500 new Fords and new Chevrolets per 
month. From these figures it can be seen that without taking into considera 
tion the used-car outlets, other than the auctions, that the supply of new Fords 
and new Chevrolets is approximately twice the demand in this area. 

The following figures illustrate dealer profits of 148 dealers operating in this 
western area picked at random. 





The examination of these figures illustrates that 
creased, the dealers have done $2'4 million more volume but the net profits have 
been reduced by over 6624 percent. The chief concern of the average stable a 
motive businessman who has invested heavily in labor, equipment, inventorie 
tools, and other requirements necessary to give gocd service, is that with the 
drying up of profits and in the not-too-distant future, capital abandonment is the 
only end result 

I have just quoted you the profit of 148 dealers. In my own case, the fallir 
figures are typical of the trend. Net profits were as follows for the first half 
the year as indicated. 

















Pe 

1952 

1 

1954 

Our average monthly expense for the first 6 months are as follows 

195 », 143 
1953 24, 192 
1954 23, 457 


Likewise our total employees monthly average were as follows 


1952 





The figures expressed above, a serious drop in profits without a comparative 
percentage drop in monthly average operating expenses, forced us to disenroli 
10 people from our payroll. Had we made no reduction in expenses our profit 
pattern would run even lower and we would be even more concerned if we could 
be. Dealer fatalities in this area appear to be greater than in any time in the 
postwarera. Dealer fatalities may be broken down into three forms 

1. Bankruptcy. 
2. Dealer quits. 
3. Dealer may have aged to the extent that he does not want to fight th 


automobile retail business and risk further impairment of his investment 


The dealer who thinks that the automobile business is a fine business is the 
dealer who has made a heavy capital investment, who has bought additional 
real estate, tools, equipment to improve his future, the dealer who has sons com 
ing along who wants to leave him a heritag 





and place him in a sound industry 
at the retail level is frankly mentally disturbed to the extent that he is actually 
demoralized regarding his thinking and this is a common disease among reiail 
automobile dealers in this area 

We have seen from regular figures we have, that an average of 50 new Ford 
automobiles a week sold by unauthorized dealers have been registered in Denver 
County during the first 6 months of 1954. We do not know how many more 
above these regular channels were not available to us 

On January 6, 1954, when the 1954 Ford car was announced and shown to 
the public, we had the unpleasant experience of having a large used-car dealer 
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show the 1954 car to the public on his television program the evening prior 
to January 6, which was our formal announcement date. 

In the last analysis of this problem, I might state that while bootlegging has 
placed the retail dealer in a very serious financial situation, it has also had its 
effect upon the public in the values of the automobile which they own, as due 
to this problem a 1954 car has a market value now of what the 1953 car should 
have, the 1953 car has a value of what the 1952 should have and so on down. 
From this analysis it can be seen that the public is also suffering an undue 
amount of depreciation on the cars which they own. The only person who bene- 
fits from this practice is the individual who wishes to buy a new car and has 
no car to trade in on the new car. The future for car dealers is not very 
resy. Continuation of this bootlegging program has only the reward for the 
automobile dealer of no profit, failure of his business, or complete dissipation 
of his assets. The dealer can make more money out of liquidating his invest- 
ment and buying Government bonds before he goes broke than he can to remain 
in the automobile business. An automobile franchise was of value both to the 
factory and to the dealer and has little or no value under this present scheme 
to the dealer. The very economy of the country is dependent upon the auto- 
mobile business and its failure, being such a large part of the Nation’s economy, 
affects the entire Nation’s economy adversely, which even now can be seen as 
a definite trend in the horizon. A business without profit is doomed to fail. 

I am sure that I express the views of the franchised dealers in my neighbor- 
ing States. The following telegram from one of the leading dealers in Wyoming 
makes this clear: 

“Dealers throughout Wyoming are being hurt tremendously by the bootlegged 
cars and trucks that are coming in. Operating under my franchise is an extreme 
hardship today because of this problem and it will be impossible to continue 
indefinitely unless this bootlegging problem is handled.” 

On behalf of the authorized dealers in my section of the country, I earnestly 
request that you act favorably on this antibootlegging bill. 


EXHIBITS 

Wyoming 

“Survey indicates approximately 10 percent of new cars in Wyoming being 
sold by used-car dealers. Do not find any have closed up directly on this account. 
But has badly hurt their potential volume of sales and profits. Some dealers 
would like to get out if they could. All feel as if factories should take more 
forceful steps to prevent new cars from getting through enfranchised dealers 
to used car lots. 180 dealers represented.”—William F. Devere, secretary, 
Wyoming Automobile Dealers Association. 


Colorado 


“Retel approximately half new cars in Colorado sold by bootleggers. Approx- 
imately 60 percent of Colorado new-car dealers have operated in the red this 
year. At least 25 percent Colorado new-car dealers going out of business unless 
something is done to stop new cars being sold by unauthorized dealers. There 
sre 560 new-car dealers in Colorado.”,—Tom Braden, Colorado Automobile 
Dealers Association. 

Montana 

“About 30 percent of dealers in Montana operated in red during January and 
February, 1954, MADA dealers apprehensive if bootlegging continues. Only 
three failures in Montana since January 1, 1954, but many dealerships on the 
market because of concern about future attitude of manufacturer and public 
resistance to sales. News of bootlegging in other areas, discounts, and blitz 
sales having marked effect on buyer thinking.’”—William H. Fredricks, secretary- 
manager, Montana Automobile Dealers Association. 





STATEMENT OF Spencer T. Honic, NASH DEALER, LOS ANGELES, CALIF. 


My name is Spencer T. Honig. I have been in the retail automobile business 
for 33 continuous years, the last 16 of which have been in the city of Los Angeles, 
Cailf. In all of these years I have operated under a franchise agreement with 
one manufacturer and have always provided the proper facilities, equipment, 
and organization to properly represent my manufacturer and at the same time 
give good after-sale service to the public so that their interests were protected. 





| 
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As a matter of fact this has been the pattern in the retail automobile business 
over the years that has brought about its phenomenal growth and encouraged 
such wide ownership of motor vehicles on the part of the public. 

Much progress has been made in the engineering and designing of motor cars 
and trucks and many of these new engineering and performance features of the 
modern cars such as automatic transmissions, power brakes, power steering, 
power window lifits, air conditioning, ete. require highly skilled mechanics and 
especially designed equipment if the public is to be served properly. 

This protection has and must continue to be furnished by the franchised new- 
ear dealer who has up to the present time been willing to make the necessary 
capital investment to insure the public of this protection. 

The automobile is no longer a luxury but is now a necessity to the well-being 
of the American people. As evidenced by the situation in Los Angeles County 
alone, due to a lack of mass transportation, there is one car to every family 
The economic life of this country depends upon the motorcar and its available 
service facilities. 

In the past year, a practice has come into being which threatens the very exist 
ence of the franchised new-car dealer and consequently jeopardizes the pub 
interest through lack of responsibility. I refer to the practice of bootlegging new 
automobiles. 

The west coast is particularly vulnerable to this vicious practice due to the 
high postwar freight rates, averaging in excess of $300 per new car, paid by 
new-car dealers. I have evidence to show that a used-car dealer with conne 
tions in the Middle West will deliver a wide selection of brand new cars to any 
dealer on the west coast at a net price which is lower than the franchised-dealers 
cost, including freight, handling that make of automobile 

The delivery charge for drive out is only $37.50 and is sold from a lot without 
a new-car dealer warranty. These cars are placed in direct competition with 
the new-car dealer who must provide all of the facilities needed for public pro- 
tection. 

Further evidence of the growth of this practice can be deduced from the 
following registration and sales figures in the State of California and the State 
of Michigan. 


Passenger cars registered in California as of July 1, 1953 4, 337, 250 
*assenger cars registered in Michigan as of July 1, 1953_--__- ey eh 
~assenger cars sold new in California during 1953_-..-.---___________ 453, 641 
Passenger cars sold new in Michigan during 1953__..._______ wo ciae Meee, S54 


With in excess of twice the number of cars registered only 7.1 percent more 
new cars were sold. 

Auction sales are held regularly on the west coast, attended largely by used 
“ar dealers at which time new 1954 models of all popular makes are offered for 
sale. These cars are driven or trucked in from eastern points at a great saving 
in freight and end up in direct competition with new-car dealers at prices with 
which he cannot compete. These auctions arg held in Los Angeles, Calif.; Oak 
land, Calif.; Sacramento, Calif.; Portland, Oreg.; Seattle, Wash.; Salt Lake 
City, Utah. 

I personally attended a Los Angeles auction on July 15 and saw firsthand, 
brand-new cars with manufacturers certificate transported by truck, sold at or 
below Los Angeles franchised dealers cost. They were sold with a 1-day guar- 
anty. Examples available 

This practice and the difficulties resulting therefrom are not limited to Cali- 
fornia, but are prevelant in an alarming degree throughout the west coast area. 
Evidence of the extent to which dealers in my area are suffering from the prac- 
tice is clearly shown by the attachments to this statement. 

If the manufacturers were permitted to insert the antibootleg clause in dealers’ 
franchises, this destructive and unsound practice can be curtailed and the busi- 
ness of new-car retailing through legitimate and responsible new-car dealers 
placed on a firmer foundation. 

I most strongly urge the enactment of the antibootlegging bill. 


EXHIBITS 
Oregon 
“Retel approximately 11 percent new-car sales by used-car dealers. Nine 
dealers of many operating in red due to bootlegging and competitive conditions 
brought on by overproduction. A number of Chrysler dealers outside big three 
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ousidering closing up in next 90 days unless conditions improve.’’—Edward Fox, 
Jr., Oregon Automobile Dealers Association. 
Idaho 


“Re your wire April 28 we have 293 members our association with poten- 
tial of 320 members. Sixty-se\en 1954 model outomobiles sold in Idaho accord- 
ing to registrations since January 1 by used-car dealers; this was counting up 
to and including April 24. One Ford dealer told me his greatest competitor was 
a used-car dealer who sold 25 percent of the new Fords in his territory. Same 
is true with several other dealers in Idaho. Have had a number of dealers tel) 
me they will not remain in business long at present rate. 1954 models in dealers 
hands other than franchise dealers coming from eastern cities and Salt Lake 
City auction according to reports.”—Leon L. Weeks, Secretary, Idaho Auto 
Dealers Association 


Nevada 

“Bootlegging new cars unless curtailed immediately will have serious effect 
upon new-car dealers everywhere. New-car dealer is an important segment of 
business <ommunity and he cannot maintain high level of employment, pay, 
taxes, and continue to give factories high type of representation if he has to com- 
pete with curbstone dealers who usually have no employees, no buildings, furnish 
no service, and pay comparatively small tax. Factory employment will suffer 
materially if dealers’ operations are curtailed because of this untair competition 
and we urge you to take positive action to stop bootlegging of new cars at 
once.” —Nevada Automobile Dealers Association. 


Utah 

“Extremely urgent something be done to alleviate chaos in new-car sales. 
Condition this territory brought about largely as a result of bootlegging. While 
Utah law prohibits used-car dealers from representing cars as new actually 
hundreds of new units each month are sold by used-car dealers who get around 
law by registering sales as used units. Because of conditions brought about 
largely by freight-rate differential, Salt Lake Auto auction and other non- 
franchised sources have been disposing of hundreds of new units each month 
for past several months. Impossible or Utah dealers to continue to main 
tain employment present service facilities and other overhead obligations unless 
condition is soon rectified as practically every dealership has operated in the 
red so far this year. A few exceptions may be found among Buick, Oldsmobile, 
and Cadillac dealers. My monthly statewide visits with the dealers have ac- 
quainted me with this demoralizing situation. Oldtimers tell me conditions are 
much worse now than they were during depression. Scores of dealers have 
confided that unless conditions change within the next 2 or 3 months they will 
close up their establishments before entering the fall and winter season. My 
intimate knowledge of dealers’ thinking leads me to believe practically every 
dealer in Utah is most anxious to sell out. Since April 1953, 44 out of 279 Utah 
franchised dealers have discontinued business. At present time this association 
represents 235 of 245 new-car dealers. Condition of dealers is such that im- 
mediate action necessary if mass closing is to be avoided.”—Elias J. Strong, 
Utah Automobile Dealers Association. 








Arizona 

“If bootlegging continues it means economic, financial, and business failure 
and complete disaster for the established retail automobile dealer. Many estab- 
lished dealers in this part of the country will be forced out of business unless 
this condition is immediately halted. Urge you do everything possible to 
stop this practice.”—Frank Dawson. 


Washington 


“Retel SADA, membership 40, having capital investment $20 million, employ- 
ing 2,000 people. Since last fall six dealerships folded due economic advantage 
to bootleggers primarily arising out of freight differentials between Detroit and 
Seattle. Thus are hit extremely hard. Members’ new-car sales off 44.8 per- 
cent from the same quota last year. Bootlegger with almost no investment nor 
employees other than salesmen with small freight costs undersells franchised 
dealers $300 or more per car. Impact on general market most demoralizing and 
is more telling on member dealers than the number of current model cars sold 
by bootlegger. Sincerely doubt more than one-tenth our members show profit 
1954 to date on their automobile business. Independent dealerships particular- 
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ly hard hit. If bootlegging continues another 6 months grave doubts exist as 
to continued existence of all such dealerships. Dealer business tendency is to 
liquidate before bankruptcy. This is real economic threat to Seattle. We urge 
Government decision to support legitimate business employing large numbers 
of people and having substantial capital investment as against economic rates 


by persons without capital investment and substantial payrolls. Publie is the 
victim of this lack of business responsibility and integrity. Bootleggers’ percen- 
age of new-car market is increasing rapidly each month.’ Harold L. Steiner, 


President, Seattle Automobile Dealers Association 
California 

“Regarding bootlegging Modesto area. Have 11 used-car dealers handling 
new automobiles in volume. Approximately 325 new automobiles sold by them. 
They are obtaining 40 percent of sales. Four new-car dealers failed. Six oper- 
ating in red. New-car dealers have 375 employees and families depending on 
dealership for livelihood. Unless immediate action taken to eliminate bootlegging 
it will necessitate dealers closing and liquidating, Condition extremely serious. 
Immediate action very important.”—Gile Williams, R. B. McBride, 722 Eye 
Street, Modesto. 

“Bootlegging in Buick 25 percent of total sales 22 Buicks bootlegged in March 
beat estimates of dealers in red 50 percent. Unless some relief obtained through 
protected territories plus realistic production 6 dealers have expressed doubts 
as to staying in business. During 38 years in automobile business I have never 
seen the market to chaotic.’”’-—Fred Fletcher. 

“Our association represents some 900 new-car dealers in the northern 47 
counties of California. Those dealers, as do all dealers on the Pacifie coast, face 
financial ruin unless remedial measures are immediately adopted to protect 
their investment and render franchises effective. During last 6 months 91 of 
our dealers out of business and vast majority remainder despondent and lacking 
for buyers but since a conservative estimate of 60 percent are losing money no 
new capital available. One town has 15 new-car dealers who compete with 11 
used-car dealers who are selling 40 percent of new-car sales Same town has 
had 4 new-car dealer failures. Another town, 75,000 population, 21 new-car 
dealers report 50 percent new cars bootlegged. One day’s registrations of 76 
Chevrolets in San Francisco showed 30 percent bootlegged. Of 177 auction sales 
March 18 and 23, nearly 25 percent 1954 models. This morning’s mail brings 
reports from 3 small-town dealers covering motor and serial numbers of 20 
bootlegged cars. In short, unless west coast dealers are afforded relief through 
equalized freight or elimination of phantom freight charges, selling agreements 
Which are in fact franchises are offered dealers and a more realistic view of 
production is adopted by factories, many dealers will be forced out of business 
and present system of distribution and service will be completely disintegrated 
to the detriment of dealers and the buying public.”—Amos T. Crow] 





STATEMENT OF HAROLD A, LANPHEAR, OLDSMOBILE DEALER, PROVIDENCE, R. I. 


My name is Harold A. Lanphear. I am a franchised dealer in Providence, 
R. I. My company is Rhode Island’s oldest Oldsmobile dealership and the oldest 
new-car dealership in Providence. 

As one of the Nation’s oldest franchised new-car dealers, I am alarmed at 
present conditions caused by the bootlegging practice. In my judgment, if a 
solution to the problem is not found very soon, the franchised new-car dealer as 
we know him today will pass out of existence 

I have been in this business since its infancy and in the past have been called 
upon to meet many grave problems which have arisen as the industry has 
grown and the forces of free competition have been at work jut, frankly, the 
situation today is one of the worst I have ever witnessed. 

As a dealer who is vitally interested in the future of our business, I have 
analyzed the present situation and would like to give the committee the benefit 
of some of my thoughts Most retailers of bootleg new cars are beholden to no 
one, factory or buyer, while the new-car factory enfranchised dealer is the only 
one who can carry out the factory warranty, which requires him to maintain 
adequate service facilities, including a large inventory of factory parts, making 
needed adjustments by competent factory-trained mechanics. He must invest 
in tools at the time of introduction of new models to render the service to which 
any car buyer is entitled and recognizes his obligation to the purchaser by living 
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up to that part of his franchise, which deals with these specific service require- 
ments. 

While we are on the subject of warranty let me cite an example of a pur 
chaser of a “bootleg” car in my own city; shortly after the delivery of the car a 
defect became apparent, causing the purchaser to call upon an enfranchised dealer 
for that make of car, the dealer asked for the car warranty, which the pur- 
chaser could not produce, and the new-car dealer explained to the purchaser that 
if he would bring in the car warranty that he would be pleased to correct 
the fault, the car purchaser then went to other dealers handling the make of 
car and was given the same answer by each one. After a fruitless round of 
dealers’ service departments, the purchaser paid for the repairs to the car him- 
self. 

Buyers of cars, both new and used, have acquired the idea that dealers are 
practically bankrupt, resulting in buyers expecting a bargain, even to the give- 
away point. This feeling among buyers has been fostered and engendered by 
not-too-friendly press notices, wherein the dealers’ plight has been magnified to 
such an extent that shoppers are not satisfied with any deal unless the dealer 
gives away 100 percent of his profit beside taking a car in trade at from $200 to 
$400 above the actual worth until profits have dropped to an all time low of 
0.8 of 1 percent. 

My concern over the present situation is shared by the franchised dealers in 
my neighboring States. For example, a dealer friend in New Hampshire wired 
as follows: “Bootlegging of new cars serious threat to future of new-car dealers 
Survey shows many new-car dealers now operating at monthly loss of $1,000 
and up due to bootlegging; many dealerships find it necessary to eliminate sales 
men, shep foremen, and stock clerks. New-car dealer with service-sales organiza 
tion cannot compete with bootleggers having practically no expense. Many deal 
ers will be forced to liquidate their business if practice continues. Important 
to survival of new-car dealerships that immediate action be taken to halt this 
menace.” 

Another dealer friend in Massachusetts reports, “Entire automotive industry 
threatened by serious bootlegging situation. Unless curbed we cannot continue 
in business as authorized and franchised dealers. Breakdown of the distribution 
System at the local level will reflect itself in terrific loss to car dealers, their 
organizations, the manufacturers and their workers. We are presently selling 
approximately 100 cars per month and are in the red year to date. Prior to 
severe price-cutting competition resulting from bootlegging we could enjoy normal 
and satisfactory profits on 50 cars per month. We need help to prohibit a few 
ruthless individual dealers from ruining our industry.” 

And from Maine comes this statement on the subject: “Bootlegging of new 
cars by used-car dealers resulting in damaging effects to the public and estab- 
lish high over new-car dealers. Some definite action to curb these vicious 
practices certainly must be take! 

These comments merely illustrate the apprehension shared by all franchised 
dealers in my area and give added emphasis to my request that you gentlemen 
give this antibootlegging bill your most favorable consideration. 





STATEMENT OF ALTON M. CosTLEY, CHEVROLET DEALER, EAst Pornt, Ga. 


My name is Alton M. Costley. I am an automobile dealer in East Point, Ga., 
a part of metropolitan Atlanta. I appear at this hearing not only as an individual 
dealer and in the capacity of spokesman of the automobile dealers of Georgia 
by authorization given me in the recent action of the board of directors represent- 
ing those 575 dealers of Georgia, but I also appear as chairman of the national 
affairs committee of the National Automobile Dealers Association. You gentle- 
men realize, of course, that all of these dealers throughout America are small- 
business men who actually sell on the average less than 100 new units annually 
per dealer. My appearance here on behalf of these dealers is for the specific 
purpose of urging you gentlemen to act favorably upon this bill, which seeks 
to provide a method for curbing so-called automobile bootlegging. I bring to you 
not only my own experience of over 29 years in this business of retailing new 
automobiles but also the experience of hundreds of dealers throughout my section 
of the country (see attached exhibits) 

As chairman of the national affairs committee of the National Automobile 
Dealers Association, I would like to emphasize that dealers and dealer representa- 
tives throughout the Nation have urged that NADA, through my committee, take 
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immediate steps in their behalf to eliminate bootlegging. They want antiboot- 
legging provisions reinstated in the selling agreements of all new-car dealers. 

At this point, I would like to remind you gentlemen that antibootlegging pro- 
visions in dealer selling agreements such as would be authorized by the bill now 
under consideration are not new in the automobile retailing industry. For many 
years,.such provisions were contained in selling agreements under which we 
operated and were enforced by the manufacturers. Such provisions were speci- 
fically designed to prevent such chaotic conditions as those prevailing today. 
They were felt necessary to protect the best interests of the car buying and 
owning public, franchised dealer, and manufacturer alike. 

Such provisions were not designed, however, to stifile healthy competition— 
as has been suggested by some. Nor did the endorsement of such provisions have 
the effect of denying to the car-buying public the benefits which are derived 
normally from aggressive competition among sellers of goods. On the contrary, 
during the many years when bootlegging was prohibited our industry was not 
devoid of the kind of competition which has made this industry and our country 
great. In fact, it has been my experience that when dealers have new cars to 
sell they are willing and anxious to compete for customers. They are anxious, 
however, that they be required to compete in an atmosphere which is healthy, 
reasonable, and fair to all. They are convinced that the reinstatement of anti 
bootlegging provisions is necessary to restore such a business climate. Experience 
over the past months certainly support this view. 

Just as it is in other sections of the country, bootlegging is completely de- 
moralizing the retail automobile business in Georgia and the other Southern 
States. Individual dealers and dealer groups report to us that today business 
conditions are worse than at any time in their experience, that operating mar- 
gins have decreased alarmingly and in many cases vanished completely, that 
many dealers are having to give up and liquidate and that they are unable to 
maintain expensive service operations in the face of declining sales. 

The attached excerpts from communications received from dealers and dealer 
representatives in the Southern States are illustrative of the seriousness with 
which the franchised dealers view the situation they now find themselves in 
as a result of the bootlegging practice. 

Wholly apart from the dealers’ plight today, I would like to mention a point 
which I am afraid is being overlooked by many who are interested in the sub- 
ject of bootlegging. This subject has to do with the losses suffered by automobile 
owners. Bootlegging has affected the value of every used car in America. It 
is fundamental in the automobile business—which, incidentally, is predominantly 
a trading business—that when new car prices are depressed, used-car values 
decrease in direct proportion. Abnormal! depreciation in the value of an owner's 
car is inevitable when the prices of new cars are unrealistically reduced. Normal 
market balance and price relationships are completely disrupted. Hence, auto- 
mobile owners are unconscious victims of bootlegging. 

It seems to one, also, that automobile manufacturers will suffer great losses 
if this practice continues. Disruption of normal and time-tested distribution 
channels, the stigma of distress merchandise, weakening of authorized dealer 
financial strength and stability, dealer dissatisfaction and unrest, and normal 
market demoralization, all of which results from bootlegging, would appear 
to spell trouble in the long run. 

At the present time the authorized dealer, of course, is the immediate and 
greatest loser. Not only has he lost sales through this bootleg dealer, he has 
lost his capital in many instances. Indeed, if this type of selling is continued, 
many dealers have stated that they would abandon their present expensive and 
efficient service setup for the less efficient and considerably cheaper operation 
known as the open-air lot. This, of course, would be to the detriment of every- 
body concerned. 

As pointed out by others here today, the authorized dealers of the nation, 
through NADA have sought diligently for an answer to this difficult problem. 
We are now convinced that we must have some assistance from you gentlemen. 
We earnestly solicit your help and support in the enactment of this legislation. 

On behalf of all the dealers we represent, thank you for permitting me to 
appear here today. 

EXHIBITS 


South Carolina 

“Bootlegging of new cars and trucks in the State of South Carolina is having a 
deplorable financial and business effect on new franchise dealers. Several al- 
ready forced out of business. Prices being depressed. Buying resistance being 
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built up continuously. Unless immediate action taken to curb bootlegging do 
not believe dealers can remain in business as a whole. Urge and request for 
ny dealers in the State in Piedmont section immediate action.’—A. H. Easterby, 
South Carolina, director 

“Retel: Represent 500 new-car dealers. Fifteen to twenty percent of new 
car sales being made by used-car dealers. Some points of States as high as 40 


percent Records support that 60 to 75 percent all dealers operating in red 
last 4 to 6 months. Bootlegging in addition to overloaded market considered 
main contributing factor. Dealers very bitter over conditions presently existing. 
Average dealer feels that unless bootlegging is stopped and security offered 
for authorized dealers investment that the present dealer retail system will 
be destroyed. That present condition destroys any incentive for expansion- 
additional investment. Public opinion fast developing no advantage to buy from 
new-car dealer; that cars may be purchased from many sources with full guar 
anty and protection to the buyer. ‘This costing authorized dealer unlimited 
business—community standing—demoralizing dealer organizations.’—Ella W. 
Ford, executive secretary, South Carolina Automobile Dealers Association. 
“Bight bootleggers with hog-wire and gravel for overhead continually offering 
new Chevrolets here slightly above dealers cost. Threaten our economic exist- 
ence, Jobs for 80 employees and 334 dependents. Business lost money April also 
February. Impossible maintain any standards of service to the public under 
bootleg conditions. Of 99 new Chevrolets registered Spartanburg March only 


38 acceptable deals and even less for April. President of GM, April 22, says 
factories helpless. Urgent something be done save retail automobile business 


traditional distributive system and millions of jobs.”—Ernest Burwell. 


ERNEST BURWELL, INC., 
AUTHORIZED CHEVROLET DEALERS, 
Spartanburg, 8. C., April 14, 1954 
NATIONAL AUTOMOBILE DEALERS ASSOCIATION, 
Washington, D.C. 

GENTLEMEN: Enclosed is a list of serial numbers of new 1954 model Chevrolets 
bootlegged into Spartanburg this year. 

There are from 25 to 50 new Chevrolets displayed on various used-car lots 
here continuously. The discounts range from $200 to $325 per car and often 
more. The result is that every deal becomes a discount deal. 

One of the factors that makes bootlegging flourish is the factory freight profit. 
Freight on a new Chevrolet to Spartanburg is $114.: Used-car lots double- 
tow or truck-convey cars into Spartanburg at $25 to $35 each. Thus, the used- 
car dealer usurps the factory freight profit of $80 per car and just gives us hell. 

Profits for all dealers in this area have reached the vanishing point—mainly 
because of bootlegging. 

We appreciate that NADA has a program to meet this issue. Time is of the 
essence—it will be too late to remedy it after all the franchised dealers are 
busted. 

Sincerely, 





ERNEST BURWELL. 


Cars bootlegged into Spartanburg this year: C54F023589, C54F052837, 
C54F046533, C54F020284, B54F051718, C54F008830, C54F019320, C54F007091, 
C54F015809, C54F016076, C54F014187, C54F018803, C54F017582, C54N027548, 
C54N014078, C54F014005, B53N161426, C53N144949, ¢ 3127057, 
C58F129489, Ch 453N133035, Bd53N145783, Bd53N 3F 121048, 

I 
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123 


ae, 








D3F121156, ¢ 

B53N161623, C53N1385268, C53N155567, B53N159729, B53N153268, C53T172687, 
B53N1500230, C54F026751, C54F033447, Ch54F020508 ‘54N016210, C54F010852, 
C54N0388741, B54N041926, B54N041411, C54F012447, C54F011211, C54F022580, 
C54FP019492, C54NO089700, C54F025283, Ch54F00404, C54F083450, Ch4F 026751, 
SH4NO87276, B54F027880, CH4NO0B8088, C54B048228, C54F035619, C54F032147. 
‘4F03347, B54F0189238, C54F031466, C54F028025, B54B024514, C54N040587, 
SH4ANO89T05, CH4NO03874, C54N041788, C54F033942, C54F035810, C54F0843855, 
4F034244, C54F006291, B53 F022609 









( 
( 
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Georgia 

“We estimate 30 percent new Fords being sold by used-car dealers in 
Macon, Ga. All new-car dealer’s profits have been substantially reduced be- 
cause of bootlegging. Unless this situation is remedied in the near future we 
plan to liquidate. We feel that this is unjustifiable discrimination that should 
be stopped immediately.”—R. A. Moore Motor Co., 225 Second St., Macon, Ga. 
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“We have a Plymouth Dealers Association in Atlanta composed of nine 
Plymouth dealers the area serviced by these 9 deaters is principally 1 
tropolitan Atlanta covering part of 2 counties, Fulton and Dekalb. I made 
a survey by telephone of 8 of these 9 dealers and found that their total invest- 
ment was something over $4 million and that they have a total of approximately 
600 employees. I also found that for the months of January, February, March 
and April 1954 all eight were in the red. It isour opinion that the major 
cause of this is the bootlegging of new cars in this area to unfranchised dealers 
The deals that we get are competing with this unauthorized selling and without 
profit. We believe also that if this continues it will force the liquidation of 
our group of dealers and the unemployment of a vast number of people who 
earn their livelihood for their families from this group. We certainly would not 
be interested in continuing with vast investment in parts, service department, 
equipment and factory-trained employees to give the proper service to the pur- 
chaser of a Chrysler Corp. vehicle at a loss. Therefore we feel that immediate 
steps should be taken by the proper authorities in our Government to see 
that this terrible situation is cleared up.’—Atianta Vlymouth Dealers, M. T. 
McClellan, chairman. 

“As an automobile dealership since 1916 selling Buick and Cadillac cars and 
also as members of NADA and Georgia Automobile Dealers Association since 
their organization and with investment over million dollars, plants and equip 
ment, we are most alarmed over bootlegging of new cars in cur territory by 
unscrupulous franchised dealers through independent used-car dealers. Con- 
servative estimate 15 percent and we believe higher of all 1954 new cars all 
makes sold our territory since January 1, 1954 have been through used-car 
dealers with result two previous franchised dealers in Columbus have sus- 
pended operations during this period. Eight more report now operating at loss. 
Our earnings due over allowances necessury get business account price cutting by 
used-car dealers on new cars being sharply and alarmingly reduced each month 
despite our long experience, ample parts and service facilities and extra hard 
work on part entire organization. Truly alarming situation when after almost 
50 years of sound business practices have built a solid and well-financed business 
to realize powerless to combat or prevent. If this situation of bootlegging al- 
lowed to continue, such loss of revenue which will eventually drive us out of 
business. We beg you impress Justice Department these facts and urgency of 
necessity immediate restoration restricted selling clauses in all dealers auto- 
mobile-selling agreements as this only way possible stop the infamous practice 
of bootlegging by unscrupulous dealers to used-car dealers which, if continued, 
will crush not only cur business, but those of hundreds of other reputable auto- 
mobile dealers who find themselves in similar situation.”—Cliff M. Averett, Inc., 
Cliff M. Averett, president. 

“By the best investigation we can make we have arrived at the following 
opinion: Thirty percent of the new Chevrolets sold in Rome, Ga., and immediate 
vicinity are bootleg cars. Six new automobile dealers in Rome are either out 
of business or operating in the red. It will be impossible for us to continue to 
operate on our present setup if this condition is not corrected. We are competing 
with used-car dealers who have very small investments and employ very few 
men whereas we have a large investment and employ a large group of well-paid 
men. Unless this unfair condition is eliminated we will have to either go out of 
business or drastically revise our operation throwing a large number of men 
out of work. We trust and hope that you can do something to relieve this 
desperate situation.”—G. L. Hight, president, G. L. Hight Motor Co. 

“Dear Mr. Bell: Nash, Kaiser, and Frazer out in Rome, Studebaker in Carters 
ville and Cedartown, Willys and Macks out in Rome, too. Ten percent of the 
ears sold in this district by used-car dealers. We are planning on staying in busi- 
ness. If I can assist you further let me know.”—Walter L. Andrews, area chair- 
man, NADA speaker for all car dealers in 7th district. 

“Approximately 25 percent of new Ford cars and trucks delivered this area 
by used-car dealers. Two new-car dealers have closed and all have operated one 
or more months in red since January 1 due at least partially to bootlegging. 
We feel that unless something is done now situation will grow progressively 
worse, Regards.”—Southern Auto Co., Clark T. Lyndon. 

“Bootlegging of new cars in the Atlanta market undoubtedly contributed to the 
recent failure of five dealers in this community. Practice continuing and is seri- 
ously affecting remaining dealers whose cars are being sold by unauthorized 
outlets without service to buying public. Many dealers express great concern 
about their future in retailing new cars against this bootlegging evil.”—Alton M. 
Costley. 
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“Would like to impress you with these facts : Twenty-five to 30 percent Chrysler, 
Plymouth automobiles sold retail Macon are from used-car lots. No dealers have 
failed but at least 50 percent have been in the red since January. The attitude of 
myself and organization definitely is to liquidate if this situation is not con- 
trolled. Absolutely impossible for us to compete with our present overhead. As 
president last year of Georgia Auto Dealers and president now of Macon Auto 
Dealers I can say with assurance that dealers are concerned almost to the point 
of being frantic. While we are getting by now we look forward to July 1 with 


great concern. If we have a repetition of last year’s cleanup it will cost the 
business lives of many many dealers. We are grateful for your efforts in clear- 
ing the way for this unfair situation.’"—M. U. Marsh, president, Marsh Motors, 


Inec,, Chrysler-Plymouth, Macon, Ga. 


Augusta, Ga.—1954 bootleg Chevrolets advertised and displayed for sale 


MAR. 30, 1954 


1955 
Chevrolets 
Firm name and address displayed 
1. Bennett’s Auto Center, East Boundary........--................... 0 
ee sae: . SOS  BARs . tik. cick oicctescanr mie icin tenis ws ich esirlaeiabgeaind 1 
3. Allen Parker, 610 Greene St ‘ i a i a teal nin int emu 0 
ne -imameaicammnemeemnamn ins = SAUDE Cian ian nia nbs micinsainancaicaa lee 32 
5. Dillion Motors, 1120 Greene St art dail bain anne ieee baleen debian 0 
i een eee Eee Cees Wiis. etideicncceccscnncnuciepbbioenen 1 
eran: MI ARSE oO a a cc liiceslaciviteceeniannad ow Sieabebiaiaien 2 
ase ey: EOIN RD ii i plated cscietnenmnticnnnmem abenie 8 
9. B & T Motors, 1267 Telfair St__....__..___- 2 ee en ee 11 
10. State Line Motors, 1301 Bilis St...................— sis icc cle hei 0 
11. Page Motors, 1319 Broad St_- a de a 10 
Se eee eee eer Cae... BATE Tero his ci ies pe tiiennecdc nce 2 
Be OG A It i nh cps nenebendieivaeleabion 0 
14. Al Heath, 1441 Broad St i st racial ai ni capella aii eg eae lai 1 
15. Jones Motor Co., 1459 Broad St._---.---------- sig, cbieasntddssacatamannldmacaagad 0 
ee re re eee ne is i ec teti diemitncisineneiaeune 0 
27. Clie: Biot 2: 2b Bein ct hee ede. a a Ea 3 
28: Centon) Meteora: 16D Raynes: Ma ncsdcse nk ncn cece 2 
i, i Se BIND Brahe Weiss acer ect cei ee 0 
SO eee, Mie: 2900 Bea eke Blasi. hich wk deekiccecsecwnasns 2 
21. Broome Motor Sales, 12th and Reynolds__....------.--...-----~-.. 0 
22. Bob Byrd, 1121 Reynolds St___----- cc a hh i tgabeie cenit 0 
23. Reynolds Street Motors, 1118 Reynolds St_.-..-.-....._.-----~-~-. 0 
24. P & P Motors, 1112 Reynolds St__--------- leila a i art sepia 0 
25: ‘Williamson Motors, 1100 Reynolds St_.........06nnn en einnes 0 
26. Clark Motors, 1106 Reynolds St __ -- pathic ncpidcneobiall 0 
27. Dewey Cave Motors; 007 Reynolds Stu nnn enn nn cece nto cwees 0 
OF Tienes Boters, 1th - end: Zomes Within cies ewsecncection 0 
29. Richmond Motor Sales, 12th and Jones Sts_----- iit tetas ce Ciencias 0 
Ree Wen BE ah a ikke tei nticinne nies 0 
S31. ‘av’s Teed Care; North Auguets. Gi: ©. 6 occkcu ccc cicccneeens 0 
Se: Wheat Motors, North Augusta. 8) Oneness nn ccc wen 0 
POT Ne ik iach neil tim ckalbhoe welas teinnsindianen-acieeliiiies 14 
BA: Dalted BMoters 3400 Walton Wei icici otk nnn cccecccinssctoene 1 
acl ae El a a ae lie eee 83 

JAN. 7, 1954 

1. Bennetts’ Auto Center, East. Boundary.._...........................~ 2 
a ee ee ee ee 1 
Ii ann gins I, ECD SRO sa dia mason enibcninsienenngeneatenseeingipinsiie 2 
i RT (OO I ceearrenieepenennntiervenintmniianreion 6 
ir Umm UIE OTE CORN atari enllnt nei mniieRs 0 
i, samen) Drea, SG Cie FI i cstscsitskann eminvrertenromsemtnssmmbnmaitnn 12 
IE SII: WUE, SIND, SUE econ eeserenentpichtnimhinnpeinichsinaniocognnptipnlmeipeeaeibineelt 0 
I RR NI) eis tee ahibe ic nnenin ee UnEIO GR 0 
ae ee a a UT URIBE? (00D. seein piireneuneheninnenaip sine eneeOe 0 
ep Re aa eee 0 
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dugusta, Ga. 1954 bootleg Chevrolets advertised and d splayed for sale 
Continued 


JAN. 7, 1954—continued 





Ohavs lets 

Firm name and address displayed 

Bi, Padme Beotors, ISE0 Broad: Beis css concern cca ~<a ws 0 
12. Bill Jones Motor Co., 1424 Broad St_ wma Sa a 2 
15. Ballantine’s, 1442 Broad St ee jose otalensietnlitibamina tt 10 
14. Al Heath, 1441 Broad St . = inition saschaieiscietes tas - 1 
15. Jones Motor Co., 1459 Broad St -_ lai ee a 0 
16. Red Byrd, 1472 Broad St i ee ons daMianinicanhiie 0 
17. City Motors, 1 13th St ‘ ; gies aia mbtenethingigebhi suntan 16 
18. Central Motors, 1240 Reynolds St Snamtiedéd = wshaiacieiitendiatan 0 
1S. E. B. Satcher, 1219 Broad St ‘ eat ‘ sili aacaiaiaaiema hia 0 
20. B & A Motors, 1210 Reynolds St ee J oe 0 
21. Broome Motor Sales, 12th and Reynolds St__-~- sccnicaiiaandtetinbite sions 1 
22. Bob Byrd, 1121 Reynolds St ‘ - ieaspediatnaienctinekalll 0 
23. Reynolds Street Motors, 1118 Reynolds St-__--___- aiuvidsamicagiitindbiin 0 
a eC ee I ail Sink acti eh ices cee <eeiginsoeiinimsitate 0 
Williamson Motors, 1109 Reynolds St tet ste 0 
Clark Motors, 1106 Reynolds St Va eRe sell atin ieee 0 
Dewey (Cave: Motora, OCT Meymolds: Bt. 6c scccn ncn nc cntiensenicwun 0 
Kkvans Motors, 11th and Jones Sts 0 
Richmond Motor Sales, 12th and Jones Sts___ ; 0 
Dixie Motors, 107 12th St___+__-- , sn iatdiahtaal aati . 0 

31. Fay’s Used Cars, North Augusta, 8S. C__- se ssa tac tals ahcoa a 3 
32. Wheat Motors, North Augusta, 8. C - h, dhakeacek actions ' 0 
Total- ine neil ‘ maui saad ‘ sieht 56 


Florida 

“Out of hospital Saturday checked used-car lots this a.m. There are now 40 
1954 Fords on Orlando used-car lots, 12 having arrived Orlando since April 21. 
Harley Wadsworth received a Customline Ranch Wagon 8 2T green U4MR117500. 
Jack Martin received 2 Customline Fordor 8's, 1 tan U4AG104966, 1 dovetone 
U4AG101723. B. Y. Evans received two ML 2DR 6's both cadet A4AG114258 
and A4G110248, a Customline 2-door & killarney U4NG124578, 3 Customline 
Fordor 8's, 1 glacier U4AG107475, 1 Sheridan U4AG101297 and a nice new spring 
sandstone U4NG130373, a Customline Ranch Wagon 8 Sheridan U4MR116030 
a Country Sedan 8 maroon U4FX1384577 and a nice new spring skyhaze club 
coupe A4NG130297. It is no longer a privilege to sell new Fords in Orlando, and 
I can’t help but wonder if we wouldn’t be better off to sell this franchise and 
operate cff a lot of our own. No parts inventory, no new or used truck inven- 
tories and no service headaches. Please advise what if anything the Ford Motor 
Co. is doing to stop this vicious situation.”—R. N. Heintzelman, Heintzelman’s 
Ine. 

“Re tel we represent 583 Florida dealers. Ninety-four current model cars on 
Orlando, Fla., used-car lots today. Forty to sixty new cars being bootlegged in 
Orlando monthly. Forty-seven new-car dealers out of business during 1954; 
approximately 15 of these dealers replaced by new dealers; approximately 
75 percent out because of bootlegging. Ninety-eight percent are thoroughly dis- 
gusted with bootlegging activities. Would estimate 30 to 50 percent will be elim- 
inated either voluntarily or by adverse conditions if bootlegging is not eliminated. 
Many dealers have shown us financial statements which indicate failure in near 
future unless they receive relief from bootlegging.”—Walter C. Mallory, general 
manager, Florida Automobile Dealers Association. 

“Bootlegging or chiseling is completely demoralizing the new-car retail dealers. 
Reinstatement of territory security clauses incorporating stiff penalties on the 
offending dealer should be put into manufacturers selling agreement immediately. 
We as Chrysler dealers know no other way of accomplishing this problem.” 
E. T. Brooks, chairman, Chrysler dealer. 


51796—54 5 
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Marcu 29, 1954. 
Forp Moror Co., 
Jacksonville 3, Fla. 
(Attention: J. M. Moore, Jr.) 

Dear Sik: On numerous occasions since the first of the year, I have written 
and talked to you with reference to the 1954 Ford situation on used-car lots in 
Orlando. The 1954 model started rolling from the Atlanta production plant 
nearly 4 months ago, yet there are more 1954 Fords on Orlando used-car lots 
today than ever. It is quite apparent that either the Jacksonville district office 
is unwilling or else unable to stop the bootlegging of 1954 Fords. I don’t believe, 
Mr. Moore, that you have any conception of the seriousness of this situation. 
We have an extremely large investment in Orlando and the value of our franchise 
not only has materially been reduced, but is continuing to be lowered as each 
week passes without relief. The morale of our salesmen and the morale of the 
writer can’t help but be at a lower and lower ebb. 

On March 5 last Mr. Howard Basse asked the writer to sign up for our allot- 
ment of 100 passenger cars for April, or an increase of approximately 3344 
percent of the last allotment of 74 units for March 1954, which is an increase 
of about 50 percent of the previous highest month’s sales. The writer finally 
agreed to order 85 units with the understanding that May would be cut back to 
normal or subnormal. 

Inasmuch as Ford Motor Co. has been apparently either unwilling or unable 
to stop this traffic in new Fords by used-car dealers, you will please reduce our 
April order from 85 to 56 units. This cut of 29 units represents the number of 
new 1954 Fords offered for sale on used-car lots in Orlando as of 3 a. m., March 
28, 1954, motor numbers of each being listed below. I may add that we are 
constantly told by prospective customers that at least 3 used-car dealers in Or- 
lando are offering to get them their choice of body style, color, and equipment 
and guarantee to deliver in 2 to 3 weeks. Please confirm this revision of our 
April order. 

You will again note the preponderance of Atlanta production plant motor 
numbers and the fact that 28 of the 29 units are 8 cylinders. 

Very truly yours, 
R. N. HEINTZELMAN, President. 
HEINTZELMAN’S, INC. 

Harley Wadsworth: 

U4AG100124, Custom club coupe, 8-cylinder, 2-tone green. 
U4AW103196, Mainline Ranch Wagon, 8-cylinder, glaze blue. 
U4AG105860, Custom Fordor, 8-cylinder, Killarney green. 
U4AG106197, Custom Fordor, 8-cylinder, glaze blue. 

Byran Evans: 

U4NG101409, Mainline Tudor, 8-cylinder, Killarney green. 
U4AG112145, Custom Fordor, 8-cylinder, glaze blue. 
U4AG108145, Custom Tudor, 8-cylinder, Killarney green. 
A4AG101601, Custom Tudor, 6-cylinder, black. 
U4AG102936, Custom Fordor, 8-cylinder, Killarney green. 
U4AW117077, Mainline Ranch Wagon, 8-cylinder, tan. 
U4AG103948, Custom Fordor, 8-cylinder, glaze blue. 
U4AV101550, Victoria, 8-cylinder, Killarney green and stainless steel top. 
U4FX 106721, Country Sedan, 8-cylinder, Cad., blue and ivory. 
Conoley Motors: 
U4CY102819, Country Squire, 8-cylinder, Killarney green. 
Jim Cumbie: 
U4LV102652, Victoria, 8-cylinder, ivory and coral top. 

Jack Martin: 

U4UG115224, Custom Fordor, 8-cylinder, Killarney green. 
U4AX119526, Country Sedan, 8-cylinder, ivory and tea red. 
U4MX112205, Country Sedan, S-cylinder, glaze blue. 
U4UX117201, Country Sedan, 8-cylinder, sheridan blue. 
U4MR117169, Custom Ranch Wagon, 8-cylinder, tan and tea red. 
U4AG106210. 

U4AG109244, Custom Fordor, 8-cylinder, green. 

U4FG103671, Custom club coupe, 8-cylinder. 

U4AW114688, Mainline Ranch Wagon, 8-cylinder, sheridan blue. 
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R. 8S. Evans: 
U4AG102896, Custom Tudor, 8-cylinder, Killarney green. 
Filley Motors: 
U4EV108489, Victoria, 8-cylinder, coral and ivory top. 
U4AT103366, Crestline Fordor, 8-cylinder. 
Dick Bennett : 
U4AG103971, Custom Tudor, 8-cylinder, tan. 
J. Q. Bennett: 
U4AG103971, Custom Tudor, 8-cylinder, tan. 





April 15, 1954. 
Forp Moror Co., 
Jacksonville 3, Fla. 
(Attention: Mr. J. M. Moore, Jr.) 

GENTLEMEN: Since the introduction of the 1954 Ford, I have corresponded 
and talked with you in your office on numerous occasions with reference to 1954 
Fords constantly on used-car lots in Orlando. To date, I am not satisfied with 
either the written or the oral response which I have received from your office 
in this connection. I have, therefore, decided to go into a little more detail and 
do some rather extensive research to back up my prior contentions and to try to 
show you the seriousness of this situation to this dealership, in the hope that 
you will do something concrete to alleviate this situation. 

I have made several trips to Tallahassee and have gone into the motor vehicle 
commission files and obtained the following information, which I trust will be 
of more than passing interest to the Ford Motor Co. Listed below are our 
findings: 


Case history No. 1 

Motor No. U4AG—104423: Mainline Fordor, 6-cylinder, was delivered by Frank 
Jordan Ford Co., Vero Beach, to R. L. Bennett, 28 North Garland, Orlando, their 
invoice No. 2002, for $1,569.40, January 15, 1954. This unit was reported to 
you in my letter of January 18 as a new unit offered for sale on the lot of Dick 
Bennett, used car dealer, this city. 
Case history No. 2 

Motor No. U4AG—105598: Customline Fordor, 8-cylinder, was delivered by 
Frank Jordan Ford Co., Vero Beach, to Dick Bennett Co., 1225 Vassar, Orlando, 
their invoice No. 2020, for $1,944.34, January 26, 1954. This unit was reported 
to you as being on Dick Bennett’s lot ia my letter of January 27. 


Case history No. 3 


Motor No. A4AG-104742: Mainline Tudor, 6-cylinder, was delivered by Frank 
Jordan Ford Co., Vero Beach, to Dick Bennett Co., 1225 Vassar, Orlando, for 
$1,518.12, January 26, 1954. This unit was reported to you as being on Dick 
Bennett’s lot in my letter of January 27. 

Case history No. 4 

Motor No. U4AV-—104707: Victoria, 8-cylinder, was delivered by Frank Jordan 
Ford Co., Vero Beach, to Dick Bennett Co., 1225 Vassar, Orlando, for $2,157.14, 
January 26, 1954, their invoice No. 2018. This unit was reported to you as being 
on Dick Bennett's lot in my letter of January 27. 


Case history No. 5 

Motor No. U4AG—104286: Customline, Tudor, 8-cylinder, was delivered by 
Frank Jordan Ford Co., Vero Beach, to William E. Green, 28 North Garland, 
Orlando, for $1,682.53, their invoice No. 2004, January 16, 1954. This unit was 
reported to you as being on Dick Bennett’s lot in my letter of January 18. Title 
records show this unit was transferred from William E. Green to Dick Bennett 
Motors on February 1. Twenty-eight North Garland is the address of Dick Ben- 
nett Used Cars. Who William E. Green is is unknown. In any event, this was 
not a legitimate retail sale, but a fairly obvious subterfuge. 

Case history No. § 

Motor No. U4AG—102653: Customline Fordor, 8-cylinder, Fordomatic, power 
steering, radio, white sidewalls, tinted glass, wheel disc, etc., was delivered by 
Frank Jordan Ford Co., Vero Beach, to Trailer Curry, 28 North Garland, Orlando, 
for $2,120.61, January 16, 1954. This unit was reported to you as being on 
Dick Bennett’s lot in my letter of January 18. Please note that the address, 
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again, is 28 North Garland, which is the address of Dick Bennett Used Cars. 
Trailer Curry is the name of a Negro porter employed by Dick Bennett Motors at 
this time 


Case history No 

Motor No. U4AG—105228: Customline Fordor, 8-cylinder, delivered by Earl 
Wallace Ford Co., Delray Beach, to Anna Sue Holden, 207 East Atlantic Avenue, 
Delray Beach, on unnumbered invoice dated January 22, for $1,679.51. Title was 
issued on this vehicle January 25. On January 26, title was transferred to R. K. 
Motors, used cars, 4820 Florida Avenue, Tampa. This unit was reported to you 
in our letter of January 30 as offered on the Orlando Auction. This unit had a 
Holness Motor Co., West Palm Beach, lubrication sticker on the vehicle. <A trip 
to Delray Beach revealed that 207 East Atlantic Avenue is the address of Earl 
Wallace Ford Co. Who Anna Sue Holden is, I do not know, but it is quite evident 
that this was not a bona fide retail sale, but in fact was a sale to a used-car 
dealer in an attempted subterfuge as far as invoice was concerned. The West 
Palm Beach lubrication sticker would indicate that Delray Beach did not even 
Service the unit and that R. K. Motors had it serviced at West Palm Beach on 
the way to Tampa. 


Case history No. 8 

Motor No. U4AG-106194: Mainline, Tudor, 8-cylinder, delivered by Earl Wal- 
lace Ford Co., Delray Beach, to Harley Wadsworth, unnumbered invoice, dated 
January 26, 1954, for $1,637.01. This unit was reported on Harley Wadsworth’s 
used-car lot, Orlando, our letter of January 27. 


Case history No. 9 

Motor No. U4AG—100124: Customline Tudor, 8-cylinder, Fordomatic, heater, 
radio, white sidewalls, etc., delivered January 26, 1954, by Earl Wallace Ford 
Co., Delray Beach, invoice No. 1539, for $2,077.93. This unit was reported on 
Harley Wadsworth’s used-car lot in our letter of January 27. Harley Wads- 
worth has been a used-car dealer in Orlando for many, many years and is well 


known over the entire State as such. 


Case history No. 10 

Motor No. 4UAG--105860: Customline Fordor, 8-cylinder, Fordomatic, radio, 
white sidewalls, etc., delivered by Earl Wallace Ford Co., Delray Beach, to Har- 
ley Wadsworth, January 26, 1954, for $2,000.84. This unit was reported on 
Harley Wadsworth’'s used-car lot in our letter of January 27. 
Case history No. 11 

Motor No. U4AG—-106197: Customline Tudor, 8-cylinder, Fordomatic, white 
sidewalls, etc., delivered by Earl Wallace Ford Co., Delray Beach, to Harley 
Wadsworth, January 26, 1954, for $1,886.83. This unit was reported on Harley 
Wadsworth’s used-car lot on January 27. 


Case history No. 12 

Motor No. U4AG-102685: Customline Fordor, 8-cylinder, radio, tinted glass, 
etc., delivered by Earl Wallace Ford Co., Delray Beach, to Harley Wadsworth, 
January 26, 1954, invoice No. 1537, for $1,958.56. This unit was reported as 
being on Harley Wadsworth’s used-car lot on January 27. 


Case history No. 13 

Motor No. U4AG-105902: Customline Fordor, 8-cylinder, Fordomatiec, radio, 
etc., delivered by Earl Wallace Ford Co., Delray Beach, to C. L. Sowell, 207 East 
Atlantic, Delray Beach. You will see that this address is the same as case No. 7 
which showed the purchaser as Anna Sue Holden. This, of course, is another 
obvious subterfuge and was reported to Mr. Bassie March 5, 1954, and again 
in our letter of March 29 as being on Dick Bennett’s used-car lot. 
Case history No. 14 

Motor No. U4AG—106210: Mainline Tudor, 8-cylinder, delivered by Earl Wal- 
lace Ford Co., Delray Beach, to C. B. Sowell, 207 East Atlantic, Delray Beach, 
January 26, 1954, on an unnumbered invoice, no amount shown on invoice, the 
title to this unit was transferred January 29 to Jack Martin. a well-known used- 
ear dealer in Orlando, and reported to you in our letter of March 29 as being on 
Jack Martin’s lot. 
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Case history No. 16 

Motor No. U4AG—105257: Customline Fordor, 8-cylinder, delivered by Warl 
Wallace Ford Co., Delray Beach, January 22, to E. 8. Holden, 207 East Atlantic, 
Delray, for $1,759.22. Title was issued on this vehicle January 25. Title was 
transferred on January 26, to Blackwood Motor, Cocoa, who on February 2, 
resold the unit to Sam Sakson, 315 Brevard Court, Cocoa This unit was 
reported to you as being on the Orlando Auction, on January 30. This unit also 
had a Holness Motor Co., West Palm Beach lubrication sticker, indicating that 
the dealer at Delray did not even service the unit initially Again, this unit 
was obviously sold at wholesale, not retail, to a known used-car dealer at an 
obvious wholesale figure. 


Case history No. 16 

Motor No. U4AG—103261: Customline Tudor, 8-cylinder, delivered by Earl 
Wallace Ford Co., Delray, for $1,800 including overdrive, white sidewalls, etc., 
to R. V. White, 207 East Atlantic Avenue, Delray, on January 15. The title to this 
unit was transferred on January 29 by Evans Auto Cars, Winter Vark, Fla., to the 
present owner, Byron R. Dickson, 856 Park Lake Court, Orlando. This unit was 
reported to you as being on B. W. Evans’ used-car lot in our letter of January 27. 
Again, this is an obvious subterfuge of a wholesale sale deliberately made by 
this dealer as indicated both by the circumstances of the invoicing and the amount 
of the invoice itself 
Case history No. 17 

Motor No. U4AG—103948: Customline Fordor, 8-cylinder, Fordomatic, radio, 
etc., sold by Bev Smith Ford Co., West Palm Beach, February 3, to Reserve, Inc., 
division of rent-a-car, 508 South Olive Street, West Palm Beach, for $1,945.41. A 
trip to West Palm Beach revealed that 508 South Olive Street is the address of 
L. P. Evans Used Cars. Mr. Evans is a widely known used car dealer, the 
brother of B. W. Evans, Orlando. This unit was reported to you in our letter 
of March 29 as being on B. W. Evans’ used-car lot, Winter Park, 


Case history No. 18 


Motor No. U4AG—102936: Customline Fordor, S-cylinder, Fordomatic, radio, 
white sidewalls, etc., sold by Bev Smith Ford Co., West Palm Beach, invoice No 
4307, for $1,982.87, January 7, to Jack & Earl Blair, 255 Sunrise, Palm Beach, Fla. 
While we were in West Palm Beach we checked this address and found it to be 
address of a used-car lot operated by the Blair Bros., as well as a rental agency. 
This unit was reported to you in our letter of March 29 as being on B. W 
Evans’ used-car lot, Winter Park 
Case history No. 19 

Motor No. A4AG—101601: Customline Tudor, 6-cylinder, sold by Andrew Motor 
Co., Starke, Fla., to J. W. Andrews, Starke, Fla This unit was reported to 
you as being on the lot of B. W. Evans, on January 29. This unit was sold to 
John L. MeManus, 2017 Sycamore Drive, West Park, who tells us that he talked 
to Mr. Andrews himself, on long-distance telephone from Mr. Evans’ lot and that 
Mr. Andrews assured him that this car was brand new 
Case history No. 20 

Motor No. A4AG—103468: Mainline Fordor, 6-cylinder, sold by Bunnell Motor 
Co., Bunnell, Fla., to Virginia M. Martin, General Delivery, Bunnell, on January 
18, 1954. Title was transferred to this vehicle to N. G. Filley, used-car lot, On 
lando, on January 27, 1954, and was reported to you as being on N. G. Filley's 
lot in our letter of January 27. Weare unable to locate any Virginia M. Martin, 
Bunnell, Fla., and as this unit quickly appeared on a recognized, large Orlando 
used-car dealer’s lot, it is no doubt a subterfuge. 

Case history No. 21 

Motor No. U4AT—103366; Crestline Fordor, 8-cylinder, sold by Bunnell Motor 
Co., to G. H. Parker, Box 254, Bunnell, January 14, 1954. Title to this unit was 
transferred on January 18, to Filley Motors, Orlando, and was reported to you 
as on that lot in our letter of January 18. Again, we are unable to locate a G. H 
Parker in Bunnell and undoubtedly this one is also a subterfuge from the word 
“oo.” 


Case history No. 22 
Motor No. U4AG—103971: Customline Tudor, 8-cylinder, radio, etc., sold by 


Lynch-Davidson, Jacksonville, January 20, 1954, to Mrs. J. M. Bennett, 7276 
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San Carlos Road, Jacksonville, for $1,795. This unit was reported in our letter 
of January 27 as being on the lot of J. Q. Bennett, Orlando. This unit is still on 
Bennett’s lot as reported in our letter of January 29. Inasmuch as it showed 
up in Orlando only 1 week after the original sale, and inasmuch as the price 
for which it was sold is not a retail, or even close to a retail amount, it is fairly 
obviously a subterfuge. 
Case history No. 23 

Motor No. U4AT-—102381: Crestline Fordor, 8-cylinder. This unit was titled 
in the name of J. C. Carter Co., Inc., Fifth and Main Streets, Jacksonville, on 
March 3, 1954. It has previously been transferred from Rawls Auto Auction 
Sale, Leesville, 8. C., January 14, 1954, who had previously purchased it from 
M. & W. Used Cars, Great Falls, 8. C. This unit was reported to you as being 
on the lot of Dick Bennett, Orlando, April 2, and although we are unable to trace 
the original Ford dealer who sold this unit, we trust that it is your desire to do so. 
Case history No. 24 

Motor No. U4AG—102896: Customline Tudor, 8-cylinder, sold by All-Miami 
Motors, Miami, on January 8, 1954, to Trammell Motor Co., 6001 Northwest 
Seventh Avenue, Miami, for $1,682.15. This unit was reported to Mr. Bassie as 
being on Jack Martin’s lot, on March 5, and again in our letter of March 29. 
This was certainly not a retail sale and there was certainly no requirement made 
by the Ford dealer involved to require purchase of a rental tag as none was ever 
issued. You will note that the date of the invoice was January 8, only 2 days 
after the introduction of the new 1954 model. 


Case history No. 25 

Motor No. U4AG—108145: Customline Tudor, 8-cylinder, sold by All-Miami 
Motors, Miami, to Alexander Motors, 4545 Northwest 36th Street, Miami Spring, 
unnumbered invoice dated February 2, 1954, including radio, white sid°walls, 
etc., for $1,691.93. This unit was reported in our letter of March 29 as being 
cn B. W. Evans’ lot. Again, this price is obviously a wholesale price and no 
rental tag was ever issued. 
Case history No. 26 

Motor No. U4AG—112145: Customline Fordor, 8-cylinder, sold by; All-Miami 
Motors, Miami, to Alexander Motors, on February 18, for $1,653.23. This unit 
was reported to you in our letter of March 29 as being on B. W. Evans’ lot. 
Again, this unit was obviously sold at wholesale and no rental tag ever issued. 
Case history No. 27 

Motor No. U4AG—101958: Customline Tudor, 8-cylinder, sold by All-Miami 
Motors, Miami, to Trammell Motors, invoice No. 4086, January 8, for $1,682.15. 
This unit has not been previously reported to you, but was offered for sale 
on the lot of Jack Martin April 11, 1954. Again, this unit was sold at an obvious 
wholesale price and no rental tag ever issued. 
Case history No. 28 

Motor No. U4AG—102197: Customline Fordor, 8-cylinder, sold by All-Miami 
Motors, to Trammell Motors, invoice No. 3953, dated January 2, 1954, for $1,730.60. 
This unit has not been previously reported to you but was present on Jack 
Martin’s used-car lot April 11. You will please note that this unit was sold 
4 days prior to the introduction of the new model to the public and no rental 
tag ever issued. 
Case history No. 29 

Motor No. U4AG—107837: Customline Tudor, 8-cylinder, sold by All-Miami 
Motors, to Trammell Motors, invoice No. 4484, January 26, 1954, for $1,657.01. 
This unit has not been previously reported to you but was present on the lot 
of B. W. Evans April 11. Again this unit was sold at an obvious wholesale 
price and no rental tag issued. 


Case history No. 30 

Motor No. U4AG-107467: Customline Tudor, 8-cylinder, sold by All-Miami 
Motors, to Trammell Motors, January 26, 1954, for $1,649.76. This unit has not 
been previously reported to you but was present on the lot of B. W. Evans 
April 11. Again this unit was sold at an obvious wholesale price and no rental 
tag issued. 
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Case history No. 31 

Motor No, U4AG—109244: Customline Fordor, 8-cylinder, sold by Sam Murray 
to Alexander Motors, Miami, February 1, 1954, invoice No. 4798, for $1,653.23. 
The invoice was marked “Atlanta Convoy Delivery.” This unit was reported 
in our letter of March 29 as being on the lot of Jack Martin. This unit was sold 
at a wholesale price and no rental tag ever issued. 
Case history No. 32 

Motor No, U4AV-101550: Victoria, Fordomatic, radio, white sidewalls, etc., 
sold by Sam Murray to Airline-Rent-a-Car, Inc., 4545 Northwest 36th Street, 
Miami Spring, on January 6, 1954, invoice No. 4837, for $2,184.98. This unit 
was reported as being on the lot of B. W. Evans January 18. You will note 
that this car was sold at a wholesale figure on the day of the new-car showing, 
and that the address of the Airline Rent-a-Car, Inc., is the same as that of 
Alexander Motors, a well-known used-car operator in Miami. The invoice figure 
is obviously a wholesale figure and no rental tag was ever issued. 
Case history No. 33 

Mootr No. U4AW-103196: Ranch wagon, sold by Sam Murray to Alexandar 
Motors, 4545 Northwest 36th Street, Miami Spring, on January 11, 1954, invoice 
No. 4423, for $1,895.27. This unit was reported in our letter of January 27 as 
being on the lot of Harley Wadsworth, well-known, longtime used-car operator, 
Orlando. You will again note that this unit was sold at wholesale and reported 
to you within 2 weeks, as being offered for sale in Orlando. No rental tag was 
ever issued. 
Case history No. 34 

Motor No. U4A V-—108262: Victoria, sold by Sam Murray to Alexander Motors, 
on January 29, 1954, for $1,878.02. The invoice was marked “Atlanta Convoy 
Yard Delivery.” The title to this unit was applied for on January 30, at which 
time is was transferred to Harley Wadsworth Used Cars, Orlando. This unit 
was reported to Mr. Bassie on March 5, as being present on Harley Wadsworth’s 
lot. Again, this unit was obviously sold at wholesale and no rental tag issued. 
Case history No. 35 

Motor No. U4A V—108951: Victoria, sold by Sam Murray, to Alexander Motors, 
on February 1, 1954, invoice No. 4797, for $1,866.72, title being issued on Feb- 
ruary 3. Motor vehicle commission files show that Alexander Motors reinvoiced 
the unit on January 30, to Harley Wadsworth Used Cars, Orlando. You will 
note that the transaction to Wadsworth was handled on paper, even before Sam 
Murray invoiced the unit to Alexander Motors. If this isn’t subterfuge, what 
is? Again, the unit was obviously sold at wholesale and of course no rental 
tag issued. 
Case history No. 36 

Motor No. U4AG—109786: Customline Tudor, 8-cylinder; this unit was sold 
by F. M. Love Motors, Atlanta, to Tom Hewitt Auction, Valdosta, Ga., February 
5, 1954. This unit was purchased by Jack Martin used-car lot, Orlando, who 
sold it on February 12, to John C, Reddick, 625 West King, Orlando, present 
owner, who states that he purchased the unit as a new vehicle. This unit not 
previously reported to you. 
Case history No. 37 

Motor No. U4FG-—113872: Customline Fordor, 8-cylinder, was sold by Ballan- 
tine Motors of Georgia, Inc., 687 Spring Street, NW., Atlanta, on February 
15, 1954, to Jack Martin Used Cars, Orlando. A check of the Atlanta telephone 
directory, including the classified section, does not reveal any such company. 
The unit was resold February 16 by Jack Martin Used Cars, to O. B. Griffin, 
Route No. 1, Lockhart, who is the present owner of the vehicle. We have con- 
tacted Mr. Griffin who states that this unit was specifically ordered by him from 
Jack Martin who promised him delivery 10 days to 2 weeks from the date of the 
order, and who, according to Mr. Griffin, fulfilled his promise in delivering same 
in10 days. We do not know what dealer originally sold this vehicle but hope that 
you are interested enough to determine its source and the circumstances which 
would allow an Orlando used-car dealer to make delivery of a specified body 
style, engine, and color combination within 10 days of taking the order. This 
unit has not been previously reported to you. 
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Case history No. 88 


Motor No. U4AG—-118850: sold by Citrus Motor Co., Inverness, Fla., to Colonial 


Motors Used Car, Orlando, on Marcel 28, 1954 This unit was resold the next 
day to the Acceptance Corp. of Orlando, who have requested our service depart- 
ment for warranty work which we have no intention of doing. We were told 
by this company that this was the second unit purchased by them from Colonial 
Motors and that, inasmuch as a written warranty policy had been issued them 
by Citrus Motor Ce they felt they were entitled to the regular service as 
stipulated in the warranty. This dealer has obviously deliberately sold these 
units to Colonial Motors for resale to the Acceptance Cor] It is the policy of 


Heintzelman’s Inc., not—repeat no to honor warranty policies issued by Ford 
dealers when it is obvious that said policies were handed to a used-car dealer 
for delivery to predetermined owners 

From the above case histories, it may readily be seen that the 1954 Ford 


situation on Orlando used-car lots is a serious one and cannot be treated lightly 
by us That is the reason why the writer has gone to a lot of trouble to obtain 
for you the detailed factual information listed in the foregoing case histories. 
Practically all of the information may be verified from the records of the motor 


vehicle commission office at Tallahassee, Fla. 

It occurs to me that if the Jacksonville district of the Ford Motor Co. were 
sincere in their desires to stop this bootlegging of 1954 Fords, that you, Mr. Moore, 
would have already diligently checked the motor numbers which we have re- 
peatedly mailed to you for action, and that some visible action would have 


been evidenced in a reduction of 1954 models on Orlando used-ear lots QO. Sat 
urday, April 10, Jack Martin Used Cars was still receiving new 1954 Fords by 
convoy trailer Attached are 3 photos, &-by-10 glossy prints, which were taken 
by one of our employees in front of the Martin lot, April 10, 1954 


Again, as I have stated in the past, the salesmen’s morale, at Heintzelman’s 
Inc., has been and continues to be at the lowest point in our 18 years of associa- 
tion with the Ford Motor Co. I may also state that the writer has no inten- 
tion of allowing this situation to continue unabated without using every legal 
resource available to stop this practice I am of the opinion that tre Ford 
Motor Co. would not have to cancel but 1 or 2 dealers’ franchises, with appro 
priate publicity given thereto, in order to achieve the desired end of this vicious 
practice of franchised Ford dealers. Whether you realize it or not, this traf- 
ficking in new Fords by used-car lots, offering no service and no facilities, is 
undermining the entire industry, and has cost the Ford dealers hundreds of 
thousands of dollars in prestige and integrity with the general public. 

In addition to the case histories listed above, we are listing motor numbers 
of vehicles still on Orlando used-car lots, factual information not being yet 
available in the motor vehicle commission office, as the units have not previously 
been titled, but no doubt will be titled as they are sold. Your records should 
reveal the offending dealers so that appropriate action may be taken by your 
office. 


U4UX-101954—Country Sedan, originally reported on Wadsworth’s lot January 
27, 1954 

A4AGi—1°6577—Mainline Tudor, originally reported on B. W. Evans’ lot Jan- 
uary 27, 1954 

U4AW-103840—Ranch wagon, originally reported on Wadsworth’s lot January 
18, 1954 

U4AG-110669—Customline Tudor, originally reported on B. W. Evans’ lot Jan- 
uary 18, 1954 

UrBV-102652—Victoria, originally reported on Jim Cumbie’s lot January 27, 1954 

A4AG-101853—Mainline Tudor, originally reported on Wadsworth’s lot January 

30, 1954 

A4AG-—105418—Mainline Tudor, originally reported on Wadsworth’s lot March 
5, 1954 

U4AW-117077—Ranch wagon, originally reported on B. W. Evans’ lot March 
29, 1954 

U4FX-106721—Country sedan, originally reported on B. W. Evans’ lot March 
29, 1954 

U4UG—-115224—Customline Fordor, originally reported on Jack Martin’s lot 
March 29, 1954 

U4AX-119526—Country sedan, originally reported on Jack Martin’s lot March 
29, 1954 

U4U X-112205—Country sedan, originally reported on Jack Martin’s lot March 
29, 1954 
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U4U X-117201—Courtry sedan, originally reported on Jack Martin’s lot March 
29, 1954 
U4MR-117169—Ranch wagon, originally reported on Jack Martin’s lot March 
29, 1954 
U4EV-108489—Victoria, originally reported on Filley’s lot March 29, 1954 
U4AX-119516—Country sedan, originally reported on Jack Martin’s lot April 
2, 1954 
On hand April 11, not previously reported : 
U4F V-143151—Victoria, on Harley Wadsworth lot 
U4A T-103367—Crestline Fordor, on Colonial Motors lot 
U4AX-107410—Couutry Sedan, on Colonial Motors lot 
Very truly yours, 
HEINTZELMAN’S, INC 


STATEMENT OF R. D. McKay, CHRYSLER-PLYMOUTH DEALER, Wicrrra, KANS 

My name is Robert D. McKay I am a citizen of the United States, being a 
native son of Kansas, having been born in Crawford County, Kans 

I entered the automobile business after college in 1914 at Girard, Kans., and 
had my first contract with the Studebaker Corp. in 1915, being located at 


Fort Scott, Kans. Sometime later I established my business in Pittsburg, 
Kans., continuing there until World War I, at which time I sold out and entered 
military service After seeing overseas duty in France and returning in Api 


1919, I signed a contract for the distribution of Studebaker automobiles in 
Wichita, Sedgwick County, Kans., and 8 adjoining counties on May 23, 1919 
opening my place of business on June 6, 1919—35 years ago last June 6. I have 
been an automobile dealer continually since then in Wichita, and have had 
contracts with the Studebaker Corp. of America; the Apperson Automobile 
Co., of Kokomo, Ind.; the Willys-Overland Co., Inc., of Toledo, Ohio; and for 
the past 21 years have been a Chrysler-Plymouth dealer in Wichita 

I have been active in dealer associations for many years—local, State, and 
national. I was president of our local dealer association in Wichita in 1922 and 
again in 1940. In 1944, I was president of our Kansas Motor Car Dealers As 
sociation; and in 1946, was elected as the National Automobile Dealers Assovia 
tion’s director from Kansas, which position I have held continuously since. In 
1950, I served as first vice president of our National Automobile Dealers Associa 
tion, and became its president in 1951 I have also served several terms as 
regional vice president of NADA, and have an intimate knowledge of region 9, 
which comprises the States of Arkansas, Kansas, Missouri, and Oklahoma I 
served 1 year on the Automobile Safety Foundation, representing our national 
association, and for some 8 years was a member of the interindustry highway 
safety committee composed of representatives of 4 automobile manufacturers, 
representatives of 4 tire manufacturers, and 4 members of NADA. 

All this experience has given me the opportunity to become acquainted with 
dealers from all over the country, giving me a full and complete knowledge of 
the automobile business not only in Wichita and the State of Kansas, but nation- 
wide as well, and affording me the opportunity of seeing the inside workings of 
the dealer group as a whole and the manufacturers also 

Never during my long years in the automobile business have I ever seen condi 
tions as chaotic for the franchise dealers in the United States, and in the face 
of tremendous prosperity such as we now have. Having gone through the short 
panic of late 1920 and 1921, and the depression of the early 1930's, as well as 
other business crises of our national economy throughout the years, I still say 
never has there been a time when dealers are faced with the very substantial 
prospect of failure as now or in the immediate future. And, I would add that 
the present situation can be controlled, if not entirely eliminated, if certain 
things were admitted by the manufacturers and the dealers, and the remedy 
applied immediately. 

One remedy will be possible, I believe, if the bill now under consideration is 
enacted into law. This bill will clarify a troublesome legal point by permitting 
the manufacturers to reinstate antibootlegging clauses in their selling agree 
ments, which, if honestly and rigorously enforced, will substantially curtail the 
bootlegging of new cars. I would like to point out here that such clauses were 
included in franchises in the past and were enforced to the extent that the 
practice of bootlegging never has constituted the serious problem it is today. 

Bootlegging is a threat to the long-established franchised dealers in my section 
of the country and the dealers in Kansas have urged that this legislation be 
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enacted. Their sentiments were formally expressed in a resolution adopted June 
22, 1954, a copy of which is attached 

The extent to which bootlegging is destroying the business of franchised 
dealers in my area can best be exemplified by quoting some figures. In Sedg- 
wick County, Kans., there have been 6,588 new 1954 automobiles registered from 
January 1 up to July 19, 1954. Of this total of 6,588, only 4,626 were sold by 
franchise dealers of this county. The remaining large number of 1,962 was 
delivered into this county by used-car dealers and by franchised dealers in other 
sections outside of the county; and 100 percent of these were sold at cut-rate 
prices. And, I want to go on record here and now that hundreds of these cars 
have been sold at a very little profit. In many cases, the gross profit has been 
substantially less than $100 on a car with a list price of from $1,500 up to $5,000 
and over. In other words, our market has been demoralized not only in Sedg- 
wick County, but throughout the entire United States by this unfair competition 
and, as further evidence of the practice, your attention is directed to the case of 
a rental company, doing business in Kansas City, Kans., which in the months 
of February, March, and April of 1954, registered 800 new 1954 Chevrolets and 
Fords with the Kansas Vehicle Department. These cars were sold in turn to 
nonfranchised dealers for resale 

This situation is not confined to Kansas, or to the larger cities. A bootleg 
dealer in a small Kansas town of less than 1,000 people, offered to “furnish 
Buicks, Oldsmobiles, Pontiacs, Lincolns, or Chryslers in 2 hours.” (See adver- 
tisement. ) 

The situation has become terrible in its implications, and it is my opinion 
that at least one-half of the franchise dealers in the State of Kansas are in the 
red insofar as profit for the year of 1954 is concerned. In talking with a prom- 
inent Chevrolet dealer in this State, he made the assertion that this was true, 
and that it held true of many other Chevrolet and Ford dealers, as well as others; 
that it was his considered opinion—as it is mine—that even those who may 
show a little black up to now will have plenty of red figures before the current 
model year is completed. 

The figures I have quoted and the examples mentioned merely illustrates the 
seriousness of the problem in my area. The attachments hereto show clearly that 
bootlegging in the Kansas area for many months has demoralized the new-car 
market and even today is on the increase with no immediate relief in sight, 
unless it be the passage of this legislation. Hence, speaking for the franchised 
new-car dealers of Kansas and of the Nation, I urge that this committee take fav- 
orable action on this bill 


(Advertisement mentioned in statement: ) 


1954 AUTOMOBILES 


1954 Plymouth : two-door; radio and heater ; two-tone blue 

1954 Mercury hardtop: radio and heater and overdrive; two-tone 

1954 Chevrolet Bel Air: two-door ; light blue 

1954 Ford Ford-o-Matic: two-door, radio and heater: aqua 

1951 Mercury two-door with radio, heater, and overdrive. Local car. Perfect 
throughout 

1948 Ford two-door, with radio and heater. Motor just overhauled: four 
new tires 

Universal CIT financing plan if wanted 

We can furnish Buicks, Oldsmobiles, Pontiacs, Lincolns, or Chryslers in 2 
bours. 

Now installing York or Chrysler Air-Temp, two of the world’s leading air 
conditioners.—Lindsey Motor Co. 


WIcHi1TA AUTOMOBILE DEALERS ASSOCIATION, 


Wichita, Kans., July 12, 1954. 
Mr. R. D. McKay, 


R. D. McKay Motor Co., 
Wichita, Kans. 


DrarR Mr. McKay: Enclosed for your study is a comparative analysis of 
1954 automobiles registrations, by make, in Sedgwick County, Kans. This pe- 
riod includes from January 1, 1954, to the week ending July 9, 1954. 

These figures represent new-car registrations by county residents who pur- 
chased from an authorized franchised dealer in Wichita, Kans. In addition 


—— 


i 
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are included those registrations by county residents who purchased either a 
new car from an out-of-town dealer or a bootlegged current model automobile 
from a used-car dealer on an assigned title. 

This information was compiled from the new and current model automobile 
registrations as furnished each week by the Sedgwick County Motor Vehicle 
Department. 

It is hoped that this information will be of further service to you. 

Sincerely, 
JERRY D. SKINNER, Secretary. 


1954 automobile registrations, July 12, 1954 








| In town toon | Total | In tow! a otal 

Buick 515 | 173 | 688 || Mercury 202 13¢ 338 
Cadillac | 103 | 25 | 128 || Nash 38 2) 58 
Chevrolet | 1, 207 | 510 | 1, 777 Oldsmobile 319 184 | 503 
cca 56 46 102 || Packard 38 10 48 
De Soto... 50 25 | 75 || Plymouth 243 | 125 | 368 
Doda Dinlius xn 150 39 | 189 Pontiac 220 | SY | 309 
a sacra 2. ken 527 | 1,668 || Studebaker 126 | 26 | 52 
Hudson bee 34 | 11 | 45 Willys 25 | 3 | 28 
Kaiser : | 66 1 | 67 i —- | |—_—— 

Lincoln Se | 33 12 | 45 Cech 4, 626 | 1,962 | 6, 588 

| i 





Kansas Motor CAR DEALERS ASSOCIATION, 
Topeka, Kans., July 9, 1954. 
Re sale of new 1954 model automobiles by other than enfranchised dealers. 


Mr. R. D. McKay, 
R. D. McKay Motor Co., Wichita, Kans. 


Dear Mac: We enclose copy of KMCDA Bulletins as follows: 

January 26, referring to an ad in a Topeka State Journal, Topeka, Kans., Jan- 
uary 23, 1954, by a used-car dealer offering for sale various makes of new 
1954 model automobiles. 

KMCWA bulletin dated february 1, 1954 

Bulletin dated February 15, 1954 

Bulletin dated February 23, 1954 

Bulletin dated March 1, 1954 

Bulletin dated June 1, 1954 

Bulletin dated March 8, 1954 

Bulletin dated July &, 1954 
Our records show that we mailed to you copies of letters this office mailed 

to Mr. Frederick J. Bell, executive vice president of NADA, Washington, D. C., 

as follows: February 12, March 4, March 12, March 22, and copies of telegram 

dated April 29. 

Our Bulletin dated March 8 makes reference to letter from Mr. Curtis, presi- 
dent of General Motors Corp., and Mr. Henry Ford II, president of Ford Motors 
Co., with reference to letters mailed to General Motors dealers and Ford-Lineoln- 
Mercury dealers. We were in hopes that these letters would have the result of 
materially reducing the sale and delivery of new current year model auto- 
mobiles manufactured by these two large companies by enfranchised dealers to 
other than retail consumer. However, the past 2 months, the sale of new cur- 
rent year model automobiles by used-car dealers in Kansas has been on the in- 
crease. Weekly ads have been appearing in daily newspapers of Kansas City, 
Mo., Topeko and Wichita, Kans., which confirms that popular makes of General 
Motors and Ford Motors cars are being offered by used-car dealers from $300 
to $800 less than factory-suggested retail prices. 

We enclose tear sheet of the Kansas City Star, Sunday, June 20, 1954. Please 
note page 18 (b). advertisements checked with red pencil. Advertisement by 
Watts Motor Co., used-car dealer, offering 1954, no miles driven, Chevrolets, 
Fords, Buicks, Pontiacs, Oldsmobiles, and Cadillacs. Same page, ad by Sid 
Street, used-car dealer, never driven, 1954 Mercury, Ford, Chevrolet, and 
Plymouth. 

Refer to reverse side page 17 (b) ad by Brush Creek Motors, used-car dealer, 
never-driven 1954 models, Chevrolet, Ford, Plymouth, Pontiac, Buick, Mercury, 
Oldsmobile. Wish to call your special attention new 1954 Chevrolets, Fords, and 
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Plymouths; prices only $1,495. Same page, refer to ad of United Auto Sales, 
used-car dealers. Ad states more than 80 1954 models to choose from, 1954 
Chevrolets, Fords, Plymouths, prices $1,595. Farther down in the ad, note also 
it says, save up to $1,000 on 1954 Pontiacs, Buicks, Oldsmobiles, Mercurys, never 
driven, just delivered by the van loads. On same page refer to ad by Wholesale 
Auto Mart, used-car dealer: 1954 Fords, Chevrolets, 2-door, price $1,495. Also 
note low prices quoted on 1954 Buicks and Mercurys, also Pontiacs and Olds- 
mobiles. 

it is obvious the 5 ads referred to bv 5 used-car dealers demoralizes the 
market for legitimate enfranchised dealers not only in Kansas City, Mo., and 
Kansas City, Kans., but demoralizes the market in a large trade area within 
100 miles of Kansas City. 

We enclose tearsheet from the Topeka Daily Capital, dated Monday, June 
28, 1954, page 15. Please note ad by Jayhawk Motors, used-car dealer, listing 
1954 current-year model Chevrolets, Buicks, Pontiacs, Fords. Wish to call to your 
special attention that after each 1954 car quoted the word “used” is shown. The 
undersigned personally has checked many records of sales of this firm the past 


5 months and with few exceptions all 1954 models are brandnew cars with no 
inileage shown on the speedometer. The reason the word sed” appears in the 
ad is the Topeka Daily Capital paper will not permit this firm to advertise new 
1954 cars. Please note the ad includes, “Save up to Sso0 his firm does busi- 


ness from a vacant lot with very low overhead expense and has sold hundreds 
of new 1954 cars at less than $100 gross profit 

A check of the records at the State vehicle department shows that the Jay- 
hawk Motors receive most of their new cars from enfranchised dealers located 
in the States of Missouri, lowa, and Nebraska, with some cars purchased from 
enfranchised dealers in Kansas It ; obvious that legitimate enfranchised 
dealers selling in competition with this firm must reduce their traditional gross 
profits more than 50 percent 

You are well informed of the critical situation that exists in the city of 
Wichita, Kans., due to the sale of new 1954 automobiles being sold by various 
used-car dealers located in the city of Wichita 

The demoralized market in the sale of new 1954 automobiles in Kansas and 
all other States is due to used-car dealers being able to secure new current year 
model cars from enfranchised dealers. 

Feel sure that when Congress is duly informed of the facts that Senate bill 
No. 3596 will become a law before the adjournment of the present Congress. 

Yours sincerely, 
Roscork HAMBRIC, 
Secretary-manager. 


RESOLUTION 


Whereas the National Automobile Dealers Association has so ably guarded 
the interest of dealers relative to bootlegging of new current model motor 
vehicles ; and 

Whereas Charles ©. Freed, president of the National Automobile Dealers 
Association; Frederick J. Bell, executive vice president; and James C. Moore, 
general counsel, have aggressively and dynamically provided the leadership by 
contacting Mr. Harlow W. Curtice, president of General Motors Corp.; Mr. 
Henry Ford II, president of Ford Motor Co.; and top brass officials of other 
manufacturers of new cars and new trucks: and 

Whereas these National Automobile Dealers Association officials have so ably 
presented factual information to the United States Justice Department; and 

Whereas the officials of the National Automobile Dealers Association spon- 
sored Senate bill 3596, introduced by Senator Dirksen, now in the subcommittee 
of Interstate and Foreign Commerce Committee: Now, therefore, be it 

Resolved, the officers and directors of the Kansas Motor Car Dealers Associa- 
tion while in executive session, assembled in the Hotel Jayhawk, Topeka, Kans., 
this 22d day of June 1954, pledge the continued support of Kansas dealers to 
these programs, which are being so efficiently administered by the officers and 
staff of the National Automobile Dealers Association: be it further 

Resolved, That a copy of this resolution be sent to Mr. Alton M. Costley, chair- 
man of the national affairs committee; Mr. Charles C. Freed, president; Mr. 
Frederick J. Bell, executive vice president ; Mr. James C. Moore, general counsel, 
of the National Automobile Dealers Association. 
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KANSAS Motor CAR DEALERS ASSOCIATION, 
Topeka, Kans., June 1, 1954. 


BOOTLEGGING OF NEW 1954 MODEL CARS 


To KMCDA Members: 


The fine cooperation of KMCDA members, securing serial and motor numbers 
on new 1954 model cars being in possession or sold by used-car dealers the past 2 
months, has played a major role in curtailing source of supply of new 1954 
model cars, 

Letters written by KMCDA members to zone managers of Kansas City, Mo., 
the past 2 months, listing the above information, and 2 copies of these letters 
mailed to KMCDA, 214 West Sixth Avenue, Topeka, Kans., have been invaluable 
in reducing source of supply of new 1954 model cars by used-car dealers. 

Mr. Byron Stout, Jr., president of KMCDA, and Mr. Ralph Verry, chairman 
of XMCDA’s factory-dealer relations committee, wish to highly commend each 
line-make zone manager of Kansas City, Mo., who has taken action on the 
ietters received from KMCDA members, reporting serial and motor numbers of 
cars in possession or sold by used-car dealers. 

The teamwork of dealers, giving this important information to zone managers, 
and the zone managers taking the necessary steps to help reduce source of 
supply of new cars to used-car dealers and to auction sales is starting to pay 
off both to the enfranchised new-car dealers and to the manufacturers. 

For example, Auto Dealers Auction, Inc., Kansas City, Mo., listed 1954 model 
cars sold May 20-21, 1954: Buick, 2; Chrysler, 1; Mercury, 1; Cadillac, 1; Ford, 
2; Oldsmobile, 2: Chevrolet, 2; Lincoln, 1: Pontiac, 2. Total units, 14 

Same auction sales for week of March 5, 1954: Buick, 3; Mercury, 9; Chev- 
rolet, 8; Pontiac, 5; Ford, 22; Plymouth, 4. ‘Total units, 51. 

During the months of February, March, and April 1954, KMCDA office reported 
over 800 new 1954 Chevrolets and Fords registered by a used-car dealer of Kansas 
City, Kans. During the month of May 1954, less than 20 units were registered 
by this used-car dealer in Kansas. 

Mr. Frederick J. Bell, executive vice president of NADA, has written KMCDA 
office stating that the information KMCDA furnished NADA on bootlegging of 
new 1954 model cars has been invaluable in making contacts with “top brass” 
of the manufacturers and in compiling 62-page brief filed with the United States 
Department of Justice, seeking ruling of the legality of bootleg clause in future 
factory-dealer contracts. 


KANSAS Motor CAR DEALERS ASSOCIATION, 
Topeka, Kans., March 4, 1954. 
Re Chevrolet. 


Mr. FREDERICK J. BELL, 
Executive Vice President, National Automobile Dealers Association, 
Washington, D. C. 


DeaR Fred: We enclose copy of letter by the Feld Chevrolet Co., Ine., of 
Kansas City, Kans., addressed to Mr. R. B. Lyman, Chevrolet Motor Division, 
Kansas City, Mo., listing new 1954 Chevrolets purchased by the Acme Drive 
Yourself Co., Kansas City, Kans., which firm has Kansas used-car dealer’s license 
and sells new Chevrolets to used-car dealers and others for resale. Please note 
the following sellers and number of transpiring units by each: 

Jerry McCarthy Chevrolet Co., Detroit, Mich., 24 cars 

Bill Sullivan Chevrolet Co., Kansas City, Mo., two cars 
Nelson Chevrolet Co., Chicago, Ill., one car 

Ruby Chevrolet, Inc., Chicago, Ill, two cars 

Buchanan Chevrolet Co., Highland Park, Mich., seven cars. 

Copy of letter by the Scott Motors, Inc., of Topeka, Kans., addressed to the 
attention of Mr. R. B. Lyman, zone manager, Chevrolet Motor Division, Kansas 
City, Mo., shows new Chevrolet offered for sale by the Jayhawk Motor Co., used- 
car dealer of Topeka, Kans., originally sold by Stroval Lumber Co., Greenwood, 
Ark., enfranchised dealer. 

Copy of letter by the Goertz Motor Co., of Hillsboro, Kans., reports a new 1954 
Chevrolet displayed and offered for sale by Bonesteel Motors, Hillsboro, Kans 
used-car dealer. 

Copies of 3 letters by the Lee J. Hobbs Chevrolet Co., of Wichita, Kans, 
addressed to Mr. Harry Heitgrass, zone manager, Chevrolet Motor Division, 
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Wichita, Kans., lists 9 new 1954 Chevrolets displayed and offered for sale on 
used-car dealer lots in Wichita, Kans. 
Yours truly, 
Rosco—E HAMBRIC, 
Secretary-Manager. 


FELD CHEVROLET, 
Kansas City, Kans., February 26, 1954. 
Mr. R. B. LYMAN, 
Chevrolet Motor Division, Kansas City, Mo. 


Dear Mr. LYMAN: Enclosed you will find a compiled list which we have been 
able to acquire through an authentic source substantiated by information we now 
have in our office. We feel that you are as interested in this type of new-car 
selling as we are and for that reason we hope you will take all available steps 
in your power to eliminate this practice. 

Thank you in advance for your cooperation in this matter, I remain 

Very truly yours, 
Fetp CHEVROLET Co., INC., 
LESTER GOODMAN. 


MEMORANDUM, FEBRUARY 22, 1954 


NEW 1954 AUTOMOBILES SOLD OR OFFERED FOR SALE BY USED-CAR DEALERS AND OTHER 
THAN AUTHORIZED FRANCHISE DEALERS 
Chevrolet 
Jerry McCarthy Chevrolet Co., 6250 Woodward Avenue, Detroit, Mich., sold to 
Acme Drive Yourself Co., 1214 Southwest Boulevard, Kansas City, Kans., which 
firm has Kansas used-car dealer’s license, following 1954 model cars: 


New 1954 Chevrolet two-door engine No. 0O085289F54Z, serial No. B54 F005588 
New 1954 Chevrolet four-door, engine No. 0153832F54Z, serial No. C54F011898 
New 1954 Chevrolet two-door, engine No. 0090S8S27F54Z, serial No. B54F004963 
New 1954 Chevrolet four-door, engine No. 217783F54Z serial No. C54F618856 
New 1954 Chevrolet, engine No. 0154139F54Z, serial No. C54F011749 

New 1954 Chevrolet four-door, engine No. 0218413F54Z, serial No. C54F018694 
New 1954 Chevrolet Tudor, engine No. 0002798F54Z, serial No. C540163827 

New 1954 Chevrolet, engine No. 0150358F54Z, serial No. C54F011396 

New 1954 Chevrolet two-door, engine No. 0O90827F54Z, serial No. B54 F005963 
New 1954 Chevrolet two-door, engine No. 0139964F54Z, serial No. B54F010516 
New 1954 Chevrolet two-door, engine No. 0152106F54Z, serial No. B54F012830 
New 1954 Chevrolet four-door, engine No. 0161635F54Z, serial No. B54F012698 
New 1954 Chevrolet four-door, engine No. 01060S8F54Z, serial No. B54 F006894 
New 1954 Chevrolet two-door, engine No. 0139093F54Z, serial No. B54F009937 
New 1954 Chevrolet two-door, engine No. 01502370F54Z, serial No. B54F011397 
New 1954 Chevrolet four-door, engine No. 0152005F54Z, serial No. B54F012436 
New 1954 Chevrolet four-door, engine No. 0154133F54Z, serial No. B54F011738 
New 1954 Chevrolet two-door, engine No. 0153804F54Z, serial No. B54F011896 
New 1954 Chevrolet four-door, engine No. 0061564F54Z. serial No. C54 F0038127 
New 1954 Chevrolet four-door, engine No. 0165692F54Z, serial No. B54F012812 
New 1954 Chevrolet four-door, engine No. 0148553F54Z, serial No. B54F010807 
New 1954 Chevrolet four-door, engine No. 0150952F54Z, serial No. B54F011712 
New 1954 Chevrolet two-door, engine No. 0066167F54Z, serial No. B54F008896 
New 1954 Chevrolet, four-door, engine No. 0182945F54Z, serial No. B54F015068 


Total, 24 cars. 

Bill Sullivan Chevrolet Co., 1601 McGee, Kansas City, Mo., sold to Acme Drive 
Yourself Co., 1214 Southwest Boulevard, Kansas City, Kans., which firm has 
Kansas used-car dealer’s license, following 1954 model cars: 


New 1954 Chevrolet Bel Air sport coupe, engine No. 0060192F54Y, serial No. 
C54K005750 

New 1954 Chevrolet cab and chassis, engine No. 0142401F54XB, serial No. 
L54K008250 
Total, 2 cars. 


Nelson Chevrolet Co., 1002 Diversey Parkway, Chicago, Ill., sold to Acme 
Drive Yourself Co., 1214 Southwest Boulevard, Kansas City, Kans., which firm 
has Kansas used-car dealer’s license, following 1954 model car: 

New 1954 Chevrolet, engine No. 0262515F54Y, serial No. C54F024300 
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Ruby Chevrolet, Inc., Chicago, Ill., sold to Acme Drive Yourself Co., 1214 
Southwest Boulevard, Kansas City, Kans., which firm has Kansas used-car 
dealer’s license, following 1954 model cars: 

New 1954 Chevrolet four-door sedan, engine No. 02052522F54Y, serial No. 

C54F 023364 
New 1954 Chevrolet 

Total, 2 cars. 


engine No. 0235391 F54Y, serior No, C54J027802 


Buchanan Chevrolet Co., 12897 Woodward Avenue, Highland Park, Mich., sold 
to Acme Drive Yourself Co., 1214 Southwest Boulevard, Kansas City, Kans., 
which firm has Kansas used-car dealer’s license, following 1954 model cars: 


New 1954 Chevrolet, engine No, 0170280T54Z, serior No, C54F013478 
New 1954 Chevrolet, engine No. 0277204F54Z, serior No. C54F 026649 
New 1954 Chevrolet, engine No. 0257176F54Z, serior No. B54F021471 
New 1954 Chevrolet, four-door, engine No. 0069851 F54Z, serial No. C54F013088 
New 1954 Chevrolet four-door, engine No, 122996G54Z, serior No. B54F008930 
New 1954 Chevrolet four-door, engine No. 0244283F54Z, serial No. C5S4F021989 
New 1954 Chevrolet four-door, engine No. 0247286F54Z, serior No. B54F021548 
Total, seven cars. 





WICHITA AUTOMOBILE DEALERS ASSOCIATION, 
Wichita, Kans., November 19, 1958. 
Mr. FREDERICK J. BELL, 
National Automobile Dealers Association, Washington, D. C. 

Dear Sir: In compliance with your request of October 28, 1953, regarding the 
appearance of “bootlegged” new cars on used-car dealers’ lots, submitted here- 
with is a recapitulation of current model automobiles, by make, with pertinent 
data that have been mortgaged and/or registered for title by used-car dealers 
in Wichita, Kans., since September 1, 1955. 

A total of 149 current model automobiles with appropriate motor numbers 
were determined by reviewing the chattel mortgages registered in the Sedgwich 
County Register of Deeds Office, subsequent to September 1, 1953, and the Sedg- 
wich County new-car registration list as published each week by the Wichita 
Automobile Dealers Association. 

In addition one of our dealer members requested that we forward the enclosed 
used-car ad which appeared in a Wichita newspaper on November 13, 1953. 
The advertisement calls attention to the purchase of 50 new Chevrolets in 
Michigan and offering “savings” to individuals or dealers up to $500. 

Assuring you of our sincere willingness to cooperate at all times. 

Very truly yours, 
Jerry D. SKINNER, Secretary. 





Used car dealer and address Make Styl Motor No 
RUICK 
Don Schmid Packard, 3205 South Broadway Buick Convertible V 1872247. 
Do do 2-door 7O0R3 184 
Do do 4-door_.. V72577 
Fagle Motor Co., 401 South Emporia do do e<-| V1377335 
Do do 2-door V 2061855 
Do do Riviera V W752 
Do lo 4-door V 1929975 
Do do 9-door VSAR9RS 
Do... . lo do V2011585, 
Bae, we do do VOAOTSS, 
_ sae do do_.-. V 25009475. 
CADILLAS 
Don’Schmid Packard, 3205 South Broadway Cadillac 4-door 
Eagle Motor Co., 401 South Emporia do - do . 
CHEVROLET 
Eagle Motor Co., 401 South Emporia Chevrolet Convertible LAA1046418, 
Do dc 2-door LAAI1048511, 
Do (oe ..do Be] Air LA Q508735 
Ward Motor Co., 1228 South Broadway — 2-door LA A1127178. 
Eagle Motor Co., 401 South Emporia do Convertible 1.4 A874202, 
Do é 4 ee aah do 4-door LA Q400874, 
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Used car dealer and addres Mak Style | Motor No 


CHEVROLET— conti 








Ward M ( 228 5S A 4 4A Q466262, 
D do 4 411228 
Ra: ‘ do ( A A745728 
) pe sA A226400 
1) ) lo A Q473262 
) 1 I Air A A974202 


4 A 999215 
4 Q400874 
A A475414 








) ao -A A997446 
Ww 1 ( 228 s 2 4 41003181 
B M or ( ’ I dw ae lo A A 1048505 
Ww lot ( 41'S I A l 4-door A Q424082 
) B Air 4 A995331 
Ea Motor ¢ 401 S I 1 4-door A AQRR3 790 
W ¢ Motor Co., 401 5 Br va 1 A 430842 
I le M mr ( 4 I s A 4 (400874 
D A A997446 
D A AQQO215 
I ( I ) sA Q439492 
) A 0424762 
I M ( 4 ~ I 


4 Q4°3976 
A ARS > 
4 A 918730 





Vard M 


\ Motor Co., 1228 South Broa 4 430844 
West Mot Cc 4 South Br A Q452791 
k M ( Er ( ‘ 4 A 6899.4 

Station wagor A Q347472 


A A 40962 
AQ 40080 


{ A (407507 
I A AQ154517 
A Q407727 


A ()400497 
sA A745728 
A Q435184 
sA Q351774 
sA A104113 
A A 1046 






































D A Q50973 
D A A1048511 
D i Packard Ss B \ 4A AQ88379 
Paul ¢ Motor C« 1101 F D lo Cor r le A (42476 
Do { ( ,A.A322957 
Haw M r Co., 406 East W 4 i Seda A A 799302 
Don Schmid Packard South | lw 4 A (538679 
Do i 1 A A1132474 
Ward Mot ( 1228 South B wa ) r 4 Q540702 
F( 
Ward Motor Co., 1228 South Bro: Ford Sedan B3DG154381 
Wester Totor ( 401 South Broadw 4 r B3DG166432 
D. W. McDougall Motor Co., 406 East Watermar s B3K X149919 
Do do {-door B3K G148827 
Don Schmid Packard, 3206 South Broadway do 2-door A3K G125484 
Do lo 4-door B3K G143750 
Art’s 1 i Cars I 2-doot B3KG142 
Luptom | ( W 4-door B38KG142 
Ea otor Cc io Sedan B3K X149919. 
Fr rorge oO I ay 1c 4-door KS8W H19958 
Western M otor ( io P3V G138856 
Don Schm 10 B3K G149851 
Do do 10 B3KG144974 
Fag lotor Co., oria lo Station wagon P3D X137993 
Do lo 4-doo B3KQ1 7 
Bob Moore Motor Co., 24530 South Br way lo lo B3DG161378 
Do do do B3K G154434 
Don Schmid Packar 205 South Broadway lo do R3K G 103689 
Hawkins Motor Co., 406 East Watermar ( do B3K G159306 
} Motor Co.. 1S th ¥ poria i 2 r B3DG138458 
Hanson Motor ¢ 2501 South Broadwa do B3G K120113 
Ca Hu 1) I) \ 1 B3*" V133595 
Dana Motor Co., 612 South I Sedar B3K X162813 
fotor Co.. 401 § EF j 4-door B3D X164625 
rt Seltaman Motor, 3009 F 2-door A3K G134769 
Ea Motor Co., 401 South Er . lo B3 DG158739 
Hawkins Motor ¢ 40) ist Watern ( I ror B3K W 147408 
Eagle Motor 1 uth Ex St n B31DX164628 
Don Schmid 0 2 P3DGI1587: 










Bob Dana Motor io Victoria B3GB1 









Fred Gorges Mo do 2-door B3DGlk: 

Bob Moore Motor iway do 4-door P3K G10932 

Hawkins Motor Co., 406 I do Victoria B34 V 133815 
Do _ - .do. 2-door | B3KGI1171 


Do lo Sedan B3K X15% 
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Used car dealer and address Make Style Motor N 
MERCURY 
Don Schn Packard, 3205 South B M 3] o4\f 
D L11874 
Eagle Motor Co., 401 South Emp lo 33 192449 
Do do 3S LY 
Do i SL9464 
Do d rey sSL10 M 
Do i Cou : 311 2M 
Do 1 4-d Lo 
Do d 38 LSOM4 
Do lo Hardtop Lil 
Do i Sed SL11 2 
D 1 31128269 
NASH 
Don Schmid Packard, 3205 South Broadway Nash 4-door 106684 
OLDSMORBILE 
Don Schmid Packard, 3205 South Broadway Oldsmobik a RC “ 
Do 10 2-do R44 
Eagle Motor Co,, 401 South Emporia do $«loor R322 
Do lo o t R442458 
L« do Coum R4TIRN 
Do lo t R s 
D> 4 
Do Nn4t 
D 10 Ho R4 ) 
Do do Ss I R48298 
Do i $-oor R2¢ 
Do H R44 
Do 4-loor R43484 
Do eda R452 
PONTIA 
D Sehmid Packard, 3205 South Broadw i K8XH 
I Motor Co., 40 ith I 8X H3599 
Do K6X 583652 
Do K&X H2028 
Do ( KSX He 
Do lo 1-do KSX H 
Ed White Motor C 1025 East Douglas 10 ( KSXNH14 
STUDEBAKER 
Don Schmid Packard, 3205 South Broadway Studebaker Coupe 56551 
Eagle Motor Co., 401 South Emporia i 4-door V 210606 


We purchased 50 Chevrolets in Michigan which are now arriving “daily” 
Bel Airs, with or without power glide; No. 210s, with or without power glide 
Choice of colors and equipment. Save up to $500. Special discount to individuals 
or dealers with no trade. Six months warranty 1949 or later models. One-fourth 
down, up to 36 months to pay. 

Double front line cars not listed below. 

1953 Dodge 4-door Coronet. Gyromatic drive, heater, tinted glass, white side 
wall tires. A beautiful 2-tone beauty. We just want dealer’s cost. Now only 
$2,185. 

1952 Chevrolet 2-door Styleline Deluxe. Radio, heater, white sidewall tires, 
sun visor, 2-tone seat covers, and directional lights. A one-owner, very low 
mileage car. Now only $1,285. 

1950 Chevrolet 4-door. Power glide. A black beauty with only 22,000 actual 
miles. We sold this one new, so we know it’s good, $985. 

1949 Oldsmobile (88) 4-door. Equipped with hydramatic drive, radio, heater 
A real good one, $795. 

1952 Plymouth 4-door. A one-owner, local low mileage automobile. Radio, 
heater. A steal at $1,275. 

1951 Cadillac (62) 4-door. None like it in Kansas. Only 18,000 actual miles, 
one local owner, fully equipped. The boss’ wife’s car. Really a nice one 

1950 Chevrolet station wagon. All metal. A 4-door with 3 full seats, one 
owner, low mileage with radio and heater, $1,085. 

1949 Chevrolet 2-door deluxe. One owner, low mileage, fully equipped. Now 
only $765. 


51796—54 6 
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1949 Buick super convertible. New top, fully equipped. Runs perfect. It won't 
last, $785. 

Many other cheapies priced from $50 up. Western Motor Co., the name that 
grows with the years, 401 South Broadway. We can give ’em away, too. Phone 
51689. 


Don Schmidt Motor Ince. : 
Plymouth 4-door, motor P25-107610. 
Plymouth Belvedere, motor P25—26806. 
Plymouth 4-door, motor P25—-1343! 
Plymouth coupe, motor P25—-65535 
Plymouth 4-door, motor ?25—23051 
Plymouth 2-door, motor P25—-16102 

Fred Gorges Motor Co. : 
Plymouth Belvedere, motor P25—28623 

D. W. McDougall Motor Co. 
Piymouth Sub., motor P25-68471. 
Plymouth 4-door, motor P25—37606. 
Plymouth Sub., motor P25—25343. 

This list is only a small part of new units being sold by unauthorized dealers. 
Units listed are the ones that have been mortgaged by these dealers. 

Also we want to call your attention to a new Dodge delivery mentioned in our 
telephone conversation January 28. According to the customer this unit was sold 
through the Joe McGuire Motor Co. a used dealer, Wichita, Kans., and was 
delivered through Latimer Motor Co. Independence, Mo. The unit was a Dodge 
Royal 4-door with motor D502—22588. 

We will certainly appreciate your attention to this very important situation. 

Copies of this letter are being forwarded to Kansas Motor Car Dealers Associa- 
tion, Topeka, Kans., and to Mr. Frederick Bell, executive vice president of NADA, 
Washington, D. C. 

Yours very truly, 






SPENCER AUTO SERVICE Co., 
Cuas. Spencer, Partner. 


FEesruary 10, 1954. 
Mr. R. B. LYMAN, 
Zone Manager, Chevrolet Motor Division, 
Kansas City, Vo 

Dear Dick: We would like to pass on to you some information furnished 
us by Mr. Roscoe Hambric, manager of the Kansas Motor Car Dealers Associa- 
tion, regarding Chevrolets sold to the Acme Drive Yourself Co., 1214 South- 
west Boulevard, Kansas City, Kans., by various Chevrolet dealers. 

For your information the Acme Drive Yourself Co. does not have an actual 
place of business at the above address but dves have a Kansas automobile 
dealer license issued to them at that address. They use this license to secure 
Kansas titles on the Chevrolets they have been purchasing from Chevrolet deal- 
ers. Also, using their Kansas dealer license they are able to obtain titles and 
tags from the Stale of Kansas without the payment of any sales tax. That 
was their reason fur using the Kansas address instead of their correct Missouri 
address which is 1009 Troost, Kansas City, Mo. 

As you of course know this company is still on the National Fleet List. It 
is imperative that their fleet agreement be canceled immediateiy and all dealers 
notified of the cancellation. Until this is accomplished the Acme Co. will still 
be in the position of going to any Chevrolet dealer and buying cars from them as 
a legitimate fleet buyer and then offering these cars for resale to nonfranchised 
dealers. 

Enclosed you will find the list of cars we have received to this date from Mr. 
Hambric. This information was obtained from the files of the motor vehicle 
registration office in Topeka. Additional information will be forwarded to you 
just as soon as it is received. 

Sincerely, 
CLASEN-MorsE CHEVROLET, INC., 
JACK MORSE. 


The following is information compiled from applications for titles made on 
February 2-3, 1954, by the Acme Drive Yourself Co. : 
1954 Chevrolet Bel Air, sport coupe, engine No. 0069735 F54Y, serial No. C54F- 
003584, A2021996, W Y-—6523. 


AGREEMENTS RESTRICTING SALES OF MOTOR VEHICLES 79 


This unit was purchased on bill of sale from Jerry McCarthy Chevrolet Co., 
6250 Woodward Avenue, Detroit, Mich. Dated January 29, 1954. $1,537.98, cost of 
car; $193.30, delivery and handling; $11.05, freight ; $150.93, accessories ; $3.50, 
gas and oil ; $14, labor ; $1,910.76, delivered price. 

1954 Chevrolet sedan, engine No. 0217976F54Z, serial No. C54F018515, A2022013, 

W Y-20573. 

This unit purchased on an assigned Michigan title in name of Jerry McCarthy 
Chevrolet Co., Detroit, Mich., January 29, 1954. 

1954, Chevrolet club coupe, engine No. 0222038F54Z, serial No. C54F019014, 

A2022005, W Y—20572. 

Same as above. 

1954 Chevrolet sedan, engine No. 0200901F54Z, serial No. C54F016087, A2021990, 

W Y-20571. 

Same as above. 

1954 Chevrolet 2 door, engine No. 0222032F54Z, serial No. C54F018907, A2022006, 

W Y-20569. 

Same as above. 

1954 Chevrolet sedan, engine No. 0218606F54Z, serial No. C54F018409, A2022000, 

W Y-21140. 

Same as above. 

1954 Chevrolet sedan, engine No, 0217748F54Z, serial No. C54F018648, A2021993, 

W Y-20567. 

Same as above. 

1954 Chevrolet 2 door, engine No. 0022469F54Z, serial No. B54F017070, A2022001, 

W Y-6524. 

Same as above. 

1954 Chevrolet 2 door, engine No. 0222010F54Z, serial No. C54F018865, A2022011, 

W Y-6526. 

Same as foregoing. 

1954 Chevrolet 2 door, engine No. 0222074F54Z, serial No. C54F018906, A2022014, 

W Y-6528. 

Same as above. 

1954 Chevrolet 2 door, engine No. 0217804F54Z, serial No. C54F018622, A2022007, 

W Y-6521. 

Same as above. 

1954 Chevrolet 2 door, engine No. 0154139F54Z, serial No. C54F011749, A2022012, 

W Y-—6520. 

Same as above. 

1954 Chevrolet 2 door Bel Air, engine No. 0233726F54Z, serial No. C54F20145 

A2021997, W Y-4050. 

This unit purchased on bill of sale from Jerry McCarthy Motor Co., Detroit, 
Mich. $1,862.74, cost of car; $162.95, delivery and handling; $11.05, freight; 
$18.93, accessories; $3.50, gas; $14, labor; $1,573.17, total delivery price. 

1954 Chevrolet sedan, engine No. 0211264F54Z, serial No. C54F017898, A2022010, 

W Y-4054. 

This unit purchased on an assigned Michigan title in name of: Jerry McCarthy 
Motor Co. 

1954 Chevrolet sedan, engine No. 0218413F54Z, serial No. C54F018694, A2022015, 

W Y-4046. 

Same as above. 

1954 Chevrolet sedan, engine No. 0150358F54Z, serial No. C54F011396, A2022004, 

W Y-4051. 

Same as above. 

1954 Chevrolet 2 door, engine No. 0149203F54Z, serial No. C54F011617, A2021999, 

W Y-6325. 

Same as foregoing. 

1954 Chevrolet 2 door, engine No. 0218015F54Z, serial No. B54F018464, A2022002, 

W Y-—4047. 

Same as foregoing. 

1954 Chevrolet sedan, engine No. 0102008F54Z, serial No. C54F015215, A2022003, 

WY-4045. 

Same as above. 

1954 Chevrolet 2 door, engine No. 0221912F54Z, serial No. C54F019048, A2022009, 

W Y-4057. 

Same as above. 

1954 Chevrolet sedan, engine No, 0217783F54Z, serial No. C54F018856, A2021998, 

W Y-—4058. 

Same as above. 
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1954 Chevrolet 2 door, engine No. 0O002798F54Z, serial No. C54F016327, A2022008, 

W Y—4082. 

Same as above. 

1954 Chevrolet 2 door, engine No. 0139989F54Z, serial No. B54F10486, A2021992, 

W Y-4049. 

Same as above. 

1954 Chevrolet sedan, engine No, 0221911 F54Z, serial No. B54F018967, A2021991, 

W Y—4053. 

Same as above. 

February 4, 1954: Information gathered concerning the Acme Drive Yourself 
Co., Kansas City, Kans. The following are titles secured by the above firm on 
bills of sale, 

1954 Chevrolet 2 door, engine No. 0076131F54Z, serial No. B54K-004975; Kansas 
title, A2010311, W Y-—4049, 1954 tag 

This unit was secured from Bill Sullivan Chevrolet Co., Kansas City, Mo., on 
bill of sale dated December 31, 1953 
1954 Chevrolet sport coupe, engine No. 0068276F54Z, serial No. C54K-005060, 

A2010309, WY—4048. 

Same as above 
1954 Ch rolet 4 door, engine No. 0112141F54Z, serial No. B583K—008411, A20103815, 

W Y-—4055. 

This unit was secured from Bill Allen, Jr., North Kansas City, on bill of sale. 
1954 Chevrolet 2 door Belair, engine No. 0099472F54Z, serial No.C54K—007868, 

A2010314 

Same as above 
1954 Chevrolet 4 door Belair, engine No. 0127225F54Y, serial No. C54a—-009287, 

A2010313, WY-4053. 

Same as above. 

1954 Chevrolet 2 door Belair, engine No. 0079763F54Y, serial No. C54K-004841, 

42010312, WY-4047. 

Same as above. 

1954 Chevrolet 2 door, engine No. 012161F54Z, serial No. B54K-—008405, A2010310, 

W Y—4046 

Same as above. 

1954 Chevrolet selair, engine No. 0096193F54Z, serial No. C54K-—006804, 

A2O10308, WY—4050. 

Same as above 
1954 Chevrolet 2 door Belair, engine No. 006087F54Z, serial No. C53K-—003581, 

A2010306, WY—4051 

Same as above. 

1954 Chevrolet 4 door, engine No. 082334F54Z, serial No. CS4K-—006899, A2010305, 

W Y—4052 

Same as above. 

1954 Chevrolet 4 door, engine No. 011794F54Z, series No. B54K—008479, A 2010308, 

W Y—4056. 

Same as above. 
4051—Michigan title (January 11, 1954), Emmert Chevrolet Co., 20000 Grand 

River, Detroit 19, Mich 
Chevrolet engine No. 1024013F54Z, series No. B54F0OO8968, 1954 body S. D. 

Kansas title, A 2020530; Kansas license WY—4051, (January 29, 1954). 

First transfer to (January 19, 1954) P. L. Grissom & Son, Inc., 6049 W. Fort 
St., Detroit 9, Mich. 

Second transfer to (January 23, 1954) Acme Drive Yourself, 1214 Southwest 
Boulevard, Kansas City, Kans 

Nine cars from P. L. Grissom & Son, Inc., 6049 W. Fort St., Detroit 9, Mich. 
1954 Chevrolet sedan, engine No. 0103635F54Z, series No. B54F006922, Kansas 

title, A 2020539; Kansas license, WY-—4054; Michigan title No. 5954695 (resale, 

no tax). 
1954 Chevrolet sedan, engine No. 0063091 F54Z, series No. C54F006541, A 2020533, 

W Y—4050, Michigan title No. 5954735 (resale). 

From Grissom & Son. 

1954 Chevrolet 2 door, engine No. 0OS2837F54Z, series No. C54F006178, A 2020536, 

W Y—4050, Michigan title No. 5954721 (resale). 

Same as above. 
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1954 Chevrolet sedan, engine No. 0054997F54Z, series No. Ch4F005824, A 202053 
W Y—4052, Michigan title No. 5954763. 
Same as above, 

1954 Chevrolet sedan, engine No. 0069523F54Z, series No. BH4F003659, A 2020538, 
W Y—4055, Michigan title No. 5954698, 
Same as above. 


North Dakota 


“Regarding bootlegging I refer you to wire sent you yesterday from George 
Dixon, State association manager, which gives figures from North Dakota Motor 
Vehicle Department. I again contacted them today and they state that every 
month new car bootlegging registrations increase about 10 percent over the 
previous month since January with April showing an approximate 20-percent 
increase over March. Bootlegging is shattering the market.’—William C. Davis 
NADA Director for North Dakota 

“The bootleg dealer is causing a decaying of the automobile industry from 
manufacturer through the ultimate consumer with the regular dealer facing the 
increasing problem of staying in business and rendering necessary service 
North Dakota Motor Vehicle Department records reveal car bootlegging on the 
increase. Dealers statewide report an alarming increase. The bootleg dealer 


neither services the product he sells nor does he stand behind it. The bootleg 
dealer serves no public interests whatsoever. If the bootlegging practice which 
is destroying the regular dealer and his service outlets is allowed to continue, 
who will serve the wheels of America?”’—William C. Davis, NADA Director for 
North Dakota 

“With further reference to bootlegging—let me again state that the boot- 
legging of automobiles is causing widespread disruption of ordinary automobile 
business procedure. North Dakota dealers jittery and afraid of what the future 
holds. Official figures show 41 dealerships out of business this year to date 
This is approximately 8 percent of our legitimate enfranchised dealers. We 
have 455 members in North Dakota who wonder what is going to happen if 
present increasing sales of bootleg cars continues. Motor vehicle registrars’ 
office informs me that for the first 3 months this year 5 percent of North Dakota’s 
new car registrations were bootleg cars brought into the State. Further that 
10 percent of the used cars brought in and registered were actually new cars. 
April shows increased percentage over first 3 months. Large majority new- 
car dealers in red this year to date due largely to terrific competition forced 
on them and because bootleg cars sold in filling stations, used-car lots, and other 
nonenfranchised outlets. Unless bootleg conditions corrected and dealer pr 
tected in territory by factory, I predict that the publie will suffer greatly because 
service parts setups as we now know them will have to go out as they cannot com 
pete with nonparts-service bootleg setups.”’-—George Dixon, manager, Automobile 
Dealers Association of North Dakota 


Missouri 


‘Bootlegging of curent model automobiles continues to pose a fatal threat to 
our 1,100 members. This condition continues to spread virtually unchecked in 
Missouri especially in cities of 25,000 and upward population. With 80 percent 
of sales being made in unethical channels, the 250 dealers who have ceased 
operation may represent only a drop in the bucket if this disease is not stamped 
out. It is safely estimated that half of our members have operated in a losing 
vein for past 6 months. It seems utterly fantastic that something can’t be done 
to curb these illicit operations that nurture a plague which advances finality 
to America’s enfranchised automobile dealer. A blow to our economy that could 
very well spell doom for all business.”—James A Gorman, Manager, Missouri 
Automobile Dealers Association 

“During first quarter of 1954 more than 4 percent of all new car registrations 
reported by the State of Missouri in St. Louis and St. Louis County were made 
by used-car dealers. This has been lessened since April 1.”—R. B. Hammond, 
Manager, Greater St. Louis Automotive Association, Ine. 

“Local truck market being disrupted to the extent that new-truck dealers are 
being forced to sell trucks at near invoice in order to move stock because of 
bootlegging activities. Bootleggers are buying new trucks from new car and 
truck dealers in order to obtain new passenger cars and sell trucks at invoice 
or below depending on passenger cars for profit. This situation is becoming very 
serious.’-—Dan Stanley Motors, Inc., Ford dealer 
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JANUARY 29, 1954 

Mr. JoHN NOLL, 

Regional Manager, Dodge Bros. Corp., 

Kansas City 6, Mo 
Deak JOHN: Enclosing list of new 1954 Dodge and Plymouth Automobiles that 

have been recorded by local used-car dealers. 
Eagle Motor Co 

Plymouth suburban, motor No. P25-9080 

Plymouth suburban, motor No. P25-39220 

Dodge 4-door, motor No. D502-37906 

Piymouth 4-door, motor No. P25-171300 

Plymouth 4-door, motor No. P25—-35241 

Plymouth 4-door, motor No. P25—-8945 

Dodge 2-door, motor No. D51—14750 

Plymouth 2-door, motor No, P25-23860 

Plymouth 4-door, motor No, P25—-70989 

Plymouth Belvedere, motor No, P25-1275 

Plymouth Belvedere, motor No, P25—61399 


Nebraska 


“We are very concerned in our area with the new problem known as boot- 
legging. Most new-car dealers are having serious trouble trying to maintain 
factory required standards of merchandising and servicing in face of finding new 
cars being dumped in their trade territory at greatly cut prices by others than 
authorized local new-car dealers. This looks like total collapse for the retail 
auto industry as it has been known from the beginning.”—Floyd Randolph, 
NADA Director from Nebraska. 


Minnesota 


“The Minnesota Automobile Dealers Association representing 1,130 new-car 
franchised dealers urgently requests all possible help to stop bootlegging. 
Twenty-nine dealers out of 35 memberships canceled in the last 90 days—went 
out of business in Minnesota because of chaotic and unfair market conditions 
caused by bootlegging. Independent and Chrysler Corp. dealers privately paint 
dismal picture of first 3 months 1954 as being alarmingly in red with no genuine 
hope for change until bootlegging is stopped. 

“We estimate 20 percent of new car sales are being made by bootleggers in 
Minnesota. 

“Franchises are available in all makes except one single prestige line. There 
is now no Dodge dealer in downtown Minneapolis or St. Paul. These conditions 
are caused directly or indirectly by bootlegging and overproduction. 

“Within last 10 days, 24 franchised dealers, practically all small-business men 
in small towns in Minnesota, said that if business does not improve during next 
60 days, traditionally the dealers’ best selling season, they will be forced to fold. 
Earnestly, believe elimination of bootlegging and overproduction is economic life 
and death matter to Minnesota franchised automobile retailers.”—Leo B. Faricy, 
Manager, Minnesota Automobile Dealers Association. 


Iowa 

“In regard to your wire of April 28th—Many Studebaker dealers operating at 
a loss and several forced out of business because of bootlegging. The independ- 
ents cannot withstand such tactics by the Big Three and survice.’”—Byron C. 
Hawn, dealer. 

“Towa Dealers Association consist of 1,300 new-car dealers. Bootlegging prev- 
alent in metropolitan areas which takes away approximately 10 percent of new- 
car dealers’ business. Many dealers are discouraged because of bootlegging prac- 
tices and at least 10 percent of membership has changed hands or discontinued 
business in last 4 months because of this potential business hazard. Dealers in 
smaller communities in Iowa have not yet been exposed to bootlegging practices 
but they are very much concerned about the results in the event such practices 
should infiltrate into their communities. It is very difficult to accumulate the 
factual data that you have asked for at this for notice. However, you have 
our resolution unanimously passed at the State convention by 600 members in 
attendance. 

“Legitimate dealers in Iowa cannot survive an influx of bootleg cars due to 
tremendous overhead expenses that they have incurred in an effort to satisfy the 
public demands for adequate service during the past years. We fervently hope 
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that your efforts will be successful.”—Alfred W. Kahl, executive vice president, 
Iowa Automobile Dealers Association. 


South Dakota 


“Unless manufacturers take positive action to curb bootlegging, legitimate re- 
tailing will be profitless especially in bootlegging territory. Urge that you p 


no punches in requesting action.”—J. J. Verachoor, South Dakota NADA director. 


STATEMENT OF Brrketr L. WIrLitaMs, Forp DEALER, CLEVELAND, OnTO 


My name is Birkett L. Williams and I have been in the retail automobile 
business in Cleveland, Ohio, for over 39 years. 

The sale of new cars by unfranchised dealers in points distant from Detroit 
is a potent and growing menace to historical channels of automobile distribu- 
tion 

Continuation of present trends means economic ruin to many thousands of 
long-established dealers. 

It is the most critical matter confronting our industry and demands imme- 
diate and positive action of both dealers and factories. Neither can stop it 
singlehanded. 

In Ohio bootlegging has not been as significant as in some other areas. Two 
factors cause this. First, our proximity to Detroit and secondly, a State law 
which makes it difficult for a used-car dealer to secure and pass to a customer 
a new-car title. In other words, the game there is not worth the candle. 

But Ohio dealers are a factor in the general situation by furnishing cars to 
unfranchised dealers. Some of this is undoubtedly done direct, and some by sell- 
ing through such blinds as car rental and leasing agencies. 

Sales to used-car dealers through rental or leasing agencies adds two addi- 
tional features to the already vicious competition created by bootlegging. The 
discount given these companies because of large volume purchases makes it 
even more impossible for the franchise dealer to compete with an already cut- 
rate price. In addition to this added price advantage gained by quantity pur- 
chases is the greater number of such low-priced cars thrown into a particular 
area. 

The margin collected by the franchised dealer who sells to a rental or leasing 
company above the cost to himself, varies from $75 to $25. Such an offender 
depends upon the small sales expense and the volume of business for his profits. 
To date no way has been found to prevent such a practice, other than by this 
legislation 

The condition prevailing in Ohio is not dissimilar from that found in the 
neighboring States as is shown by the attached exhibits. 

It is urgently requested that this bill be enacted into law so as to save this 
essential and indispensable part of the automotive industry. 


EXHIBITS 
Ohio 


“Bootlegging becoming more prevalent daily in our area. It destroys the 
morale of our better dealers as well as their profits. My opinion is that present 
system of automobile retailing will be seriously threatened unless bootlegging 
is stopped. I strongly urge positive action at once to halt this vicious prac- 
tice.’—Ray Brandenburg. 

“We represent 55 new-car dealers in Summit County, Ohio. The positions of 
new-car dealers continue to grow worse as a direct result of continued boot- 
legging by used-car dealers; bootlegging is currently accounting for approxi- 
mately 4 percent of total number of new-car sales. At least six dealers have 
discontinued business and more plan to do so because it is impossible to carry 
a large inventory and selection of new automobiles and compete with a mer- 
chant with no overhead and questionable methods. Bootlegging has entirely 
broken down the value of advertising as well as other standard methods of 
servicing the public. The general public is being completely deceived. It is 
imperative that this illicit practice in the retail automobile business be stopped 
immediately. if a complete collapse of reputable automobile business is to be 
prevented. We urge your entire attention on this matter.”—E. John Lehman, 
Akron Automobile Dealers Association. 








S4 AGREEMENTS RESTRICTING SALES OF MOTOR VEHICLES 


CINCINNATI AUTOMOBILE DEALERS ASSOCIATION, INC., 
Cincinnati 2, Ohio, April 15, 1954. 
Mr. FREDERICK J. BELL, 
Eerecutive Vice President, 
Vational Automobile Dealers Association, 
Washington 6, D.C. 


Dear Prep: Herewith you will find a copy of a study made by our association 
of all registrations in Hamilton County (metropolitan Cincinnati) for the first 
3 months of this year in the names of leasing and/or rental agencies, classified 
as follows: 

1. Total units registered individually by leasing and/or rental companies; 
1,550 passenger cars and 33 trucks, or a total of 1,583 units in 3 months 

2. Total units by makes of cars and trucks, 1,583. 

3. Detailed report of sales by makes, dealers and purchasers. From this re 
port it can be readily determined just how many units were delivered by any 
particular dealer, and to whom 

In addition to the above 3 month report, we are also including a report for 
1953 on the activities of 5 leading leasing and/or rental agencies, showing the 
number of cars registered by each, as well as the names of the dealers from whom 
they were acquired 

We believe you will find these reports most interesting, and we hope not too 
late to be helpful in some instances. We were unofficially informed yesterday 
that the fleet agreements of several large leasing companies have been revoked 








by General Motors and we certainly hope this report is true 

Incidentally, the reports enclosed have not been released to our general mem- 
bership—the details have been disclosed only to our executive committee and our 
OADA trustees. A copy is being sent to Mr. Walt Hamer, executive secretary 
of OADA. 

We are also submitting another report on registrations in our county by out-of- 
town dealers, which emphasizes the merits of territorial protection. The writer 
knows that there are some metropolitan dealers who say they do not want terri- 
torial restriction, but by far and large we believe that the majority of our dealers 
deem it highly important, as they find it difficult to compete with low overhead 
crossroads dealers who get more cars than they can market in their own com- 
munities 

I plan to release this particular report to our members within the next few 
days 

If we can be of any help in your various campaigns to further dealer welfare, 
please don’t hesitate to call on us 

Cordially yours, 

Erpre TURNER, Secretary. 
Indiana 


“Re tel continued Richmond, Ind We estimate 10 percent of all new cars 
sold in Wayne County are in the bootlegging nature and is forcing dealers in dis 
tress to the point of dealers going out of business or talking of quitting already. 
In this county 4 dealers have completely dropped their franchises and the next 
30 days will possibly close the doors of 2 more.’ Lafayette, Ind. ‘25 percent new 
cars this area sold by unauthorized dealers. 5 out of 14 dealers here operated in 
red due directly and indirectly to bootlegging ; 50 percent dealers report they are 
uninterested in staying in business if bootlegging continues.’ 

“South Bend advised nus ‘5 percent of new-car sales are by unauthorized deal- 
ers. 14 of 17 new-car dealers are in red last 4 months.’ Dealers feel there is 
no future in business if bootlegging continues. Over 50 percent of new-car 
agencies are for sale.’’”-—Herman Schaefer, ADA of Indiana, Inc. 

“Re tel. Conditions vary vastly in different communities in State but all deal- 
ers demoralized and profits seriously affected by bootlegging. Quote verbatum 
telegrams from: New Albany, Ind., ‘Retel date 10 percent sales by unauthorized 
dealers two dealer failures; 60 percent dealers in red last 4 months. Much 
of this can be contributed to advertising of used-car dealers who are advertising 
new cars. Dealers are generally of the opinion if they cannot make money 
they will be out of the business.’ Terre Haute, Ind., ‘20 percent of new cars 
being sold by unauthorized dealers ; 70 percent of dealers in red for first 4 months 
of this year. They will get out if it doesn’t improve.’ Summation of Indianap- 
olis dealers opinion gained from personal contacts is that 60 percent of dealers 
lost money in first 4 months; 8 percent of total new-car sales are made by un- 
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authorized dealers and in case of Ford 16 percent are sold by unauthorized 
dealers. Many dealers will not continue in business if this vicious practice is 
allowed to continue. Approximately 150 dealers have reorganized their cor 
porate structures such as taking in partners, recapitalizing or borrowing heavily 
to bolster their finances and a like number have gone out of business entirely 
Our opinion is that if present bootlegging conditions continue 300 or more addi 
tional will fold by end of year. Our roster now totals slightly over 1,000 mem 
bers More information follows.”’—Auto Dealers Association of Indiana, In 
Herman Schaefer. 





West Virginia 


“The cancerous growth of bootlegging in the retail automobile business as we 
have today is one of our greatest threats to a sound national economy, since it 
deals with one of our greatest industries. Our story certainly should be heard 
willingly by those who can correct this condition.”—Walter M. Duncan, Duncan 
Catron Motor Co., Beckley, W. Va. 

“Our association represents approximately 370 dealers. Information not avail 
able on percentage of new cars sold by new-car dealers. There is quite a bit of 
unrest and criticism among our dealers with reference to bootlegging of auto 
mobiles. It is our opinion that if bootlegging continues it will not only work 
a hardship on our larger dealers who are at the present in a good financial 
condition but will force many small dealers out of business.’”—Auto Dealers 
Association of West Virginia. 

Michigan 

“The Michigan Automobile Dealers Association represents 1,600 dealers; 300 
of these members are also members of the Detroit Automobile Dealers Assoc 
tion. We can advise you that there are approximately YS less A licenses issued 
by the secretary of the state this year than there were a year ago as of this date 
It would be very hard to give you the percentage or approximate number of new 
cars sales made by used-car dealers in Michigan. But we have a great many 
complaints and these complaints range from 1 new car up to as high as 15 new 
ears showing up on used-car lots. We are happy to advise that we have received 
a great deal of help from our State revenue department and our secretary of 
state in trying to clear up bootlegging in Michigan. Current dealer attitude in 
Michigan is overall very gloomy Many dealers at our local meeting advise me 
that they are either running very close to breaking even or running in the red 
And the overall picture as far as Michigan dealers are concerned is that they 
are very unhappy with the automobile picture at the present time. Best of luck 
and if we can be of further assistance let us know. Michigan Auto Dealers 
Association, Gilbert L. Haley, executive vice president. 

Wisco? sin 

“The 2,000 members of Wisconsin Automotive Trades Association are vitally 
concerned that remedial action or legislation be secured to stop the economically 
unsound and business disturbing practice of bootlegging of automobiles. Inas 
much as registration of motor vehicles in the name of individuals, firms, and 
leasing companies prior to transfer to bootleggers makes it possible to evade 
Wisconsin’s laws to prevent bootlegging, the determination of actual bootlegged 
sales is practically impossible. However, the effects of such sales has resulted in 
demoralizing marketing conditions in many communities and operation in the 
red the past few months by dealerships who have capable management and who 
have tremendous investments in buildings, facilities, and personnel. While 
granting that the automobile retailing business is completing its adjustment to 
a normal buyers’ market. The continuation of the bootlegging evil will definitely 
determine the decision of many dealers to discontinue staying in business.’ 
Louis Milan, Wisconsin Automotive Trades Association 


Illinois 

“Tllinois dealer legitimate retail business operations continue to be harassed 
by nonfranchised dealers selling new cars at tremendous discounts, upsetting 
established price structure and fair market trading. Such sales practices con- 
tribute immensely to some 125 new car dealers quitting business in this State in 
1953. Strongly urge Attorney General to curb this practice nationally to protect 
the business and operations of legitimate auto dealers throughout the Nation.”— 
Les Sander, executive manager, Illinois Auto Trade Association. 

“Tf bootlegging of new cars continues, it will force many franchised new-car 
dealers out of business and cause a change in the distribution of automobiles 
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Such a change would be catastrophic and lead to economic chaos. Most urgent 
that positive action be taken against this concerous problem of bootlegging.”— 
Frank H. Yarnall, Yarnall Chevrolet Inc. 

“Reference your telegram April 30. Delay in answering, have been out of city. 
Bootlegging quite serious in some sections Illinois. A number of dealers have 
failed. Others have resigned their contracts and a number contemplating re- 
signing, one of the main reasons for this bootlegging.’—H. B. Craycroft. 


STATEMENT OF H. MEAD Norton, Buick DEALER, OKLAHOMA City, OKLA, 


My name is H. Mead Norton. I have been in the retail automobile business 
for 35 years. 

The ever-increasing sales of new automobiles through unauthorized channels 
at prices slightly in excess of dealers’ cost has made it virtually impossible for 
the franchised automobile dealer to stay in business. 

It is incumbent upon an enfranchised dealer to make the necessary investment 
in physical property, specialized tools and equipment, and an adequate stock of 
geluine parts and accessories to service the make of car he sells so that the 
ear-buying public may obtain the service which it expects and to which it is 
entitled, after a car has been purchased. 

I should like to point out to you that the physical properties of franchised 
dealers are in a main one-purpose building and many of them have been de- 
signed and built to service the particular make of car sold by the dealer. Deal- 
ers must maintain an adequate stock of parts and accessories to service not 
only current-model automobiles but also an adequate stock of parts that will 
service all-year models that are being used generally by the public. 

lor example, our dealership stocks differential assemblies for all models of 
Buick, 1940 through 1954. It is not unusual not to have a call for one of these 
assemblies during an entire calendar year yet they must be stocked if we are 
to adequately service our customers and other Buick purchasers. 

In addition, enfranchised dealers have high overhead expenses in the form 
of salaries and commissions to clerical, service, and sales personnel, social se- 
curity and unemployment insurance. Also, the enfranchised dealer spends large 
sums each year in national and local cooperative advertising of the product he 
sells. 

On the other hand, unauthorized dealers, usually operating from open-air lots, 
have little invested capital and small overhead. Service facilities are not 
maintained by these dealers and they cannot give the car-buying public the pre- 
purchase inspections or after-purchase service which safety and the public 
interest demand. 

Bootlegging of new automobiles is causing great economic distress to every 
enfranchised dealer in this country. If allowed to continue, it will ultimately 
destroy the ability of the enfranchised dealer to maintain the service facilities, 
including the special tools, equipment, and parts and accessories, upon which 
the car owners of this country are dependent. The spoilers of our industry are 
not in a position to offer a substitute for these vital service facilities nor do 
they have the desire to furnish this service, so essential to the motoring public. 

The enfranchised dealers of Oklahoma and its neighboring States earnestly 
request the enactment of this legislation so as to afford the enfranchised deal- 
ers of this country the opportunity of continuing to offer the American people 
this essential and indispensable service. 


EXHIBITS 
Oklahoma 

“Oklahoma Automobile Dealers Association represents 632 new car and truck 
dealers. Bootlegging conditions are having demoralizing effect upon Oklahoma 
franchised dealers. At least 150 have failed or folded within last 9 months. 
Practically all Oklahoma dealers operated in red figures during January, Feb- 
ruary, March, this year. Most were in black during April due to seasonal spurt. 
Approximately 15 percent of new car registrations, statewide, are through bootleg 
channels. Metropolitan registrations from bootleg sources are much higher. 
Sizeable number of franchise dealers now operating are on verge of closing their 
doors due primarily to inability to match bootleg competition. We earnestly 
solicit your aid in the fight to eliminate this deplorable nationwide condition.”— 
Roy Tant, secretary-manager, Oklahoma Automobile Dealers Association. 
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New Mevico 

“Retel: Speaking for 261 New Mexico authorized new car dealers can say con- 
Sensus is unless drastic steps taken immediately to end bootlegging the industry 
will witness replacement of individual retail dealer by a supermarket operation. 
One franchised realer has already announced intention to open establishment 
and sell all makes of new cars in order to survive. Definitely known only hand- 
ful of the 261 dealers this State made money last 3 to 4 months. In Albuquer- 
que area bootleggers are capturing better than 30 percent of sales and condition 
is typical of other sections. Bootleggers are becoming increasingly brash in their 
operations and use misleading advertising over radio, television, and in news- 
papers. With no indication of curtailment of bootleg practices in sight the dealer 
attitude is pessimistic and considers the manufacturers completely insincere in 
efforts to alleviate conditions.’—William Randolph, New Mexico Automobile 
Dealers Association. 

“Again I want to express on behalf of every franchised dealer in New Mexico 
the immediate need of securing definite action regarding practice of bootlegging 
new cars which is threatening very foundation of automobile industry. Unless 
some definite relief is provided authorized dealers which will adequately pro- 
tect their investments developed over many years, I believe a great many deal- 
ers will feel automobile industry has deteriorated beyond point of being a profit- 
able and ethical business. As I see it NADA’s No. 1 obligation is to take every 
means possible to correct this serious situation. We dealers are depending on 
NADA to forcefully present these facts to proper authorities.’.—H. L. Galles, 
Jr., NADA director for New Mexico. 


T'eras 

“Texas Association composed 1,200 leading, progressive, and hard selling en- 
franchised dealers. In metropolitan centers Dallas, Houston, San Antonio, and 
Forth Worth 25 to 30 percent new car registrations coming from used car lots. 
Estimate 15 percent statewide average including small towns. Forty dealers 
that we are advised of in areas metropolitan and rural have folded up in first 
4 months this year due inability complete profitably with bootleg cars. This 
number probably much larger, actually. Estimate 40 percent all dealers in red 
last 6 months, with 60 percent at break-even point or making profit dispropor- 
tionately low considering investment in land, buildings, equipment, and dollar 
volume risked in highly perilous market. Dealers who folded had from 4 to 40 
or more employees, creating an obvious unemployment situation. Dealers who 
have been operating 30 and more years through depressions and 2 world wars 
ure wondering if it is worth the effort to attempt to continue enfranchised in 
light of excessive production and absence of protection given by the factories 
against shade-tree competition with no service facilities, parts’ inventories, and in 
many cases no moral or financial responsibility. Situation most abnominable 
in two major factories, with independents caught in the squeeze. Mortality of 
independents because of bootlegging has not reached peak yet. After two letters 
several months ago, situation appeared to be better, but straw men leasing com- 
panies, purely front organizations for bootleg operations, apparently now able 
to get all cars needed. Factories cannot help but be aware which are valid, 
long established, legitimate, rent-a-car and leasing companies, yet nothing ap- 
parently being done to eliminate the supply to straw leasing companies which 
operate out of hip pockets. With all this, the enfranchised dealer is expected 
to honor service warranties and stand behind the factory’s product, even though 
the factory permitted a situation to come about which gives him no opportunity to 
earn a profit to buy equipment and pay manpower to enable him to perform such 
services. Distances in Texas make the State more than ordinarily dependent 
on motor vehicles in its economy, which is most adversely affected by present 
situation. 

“It is not facetious to say that a lot of skilled mechanics and other individuals 
presently employed in the automobile field are going to be at the unemployment 
compensation window, and that a lot of well-equipped automobile agencies are 
going to be gathering dust on some expensive equipment if the situation does not 
change, and soon. This impact on the economy will be terrific, because the aver- 
age modern dealership is a single purpose building, virtually impossible to con- 
vert to any other type use. Let us know when we can help further in this vital 
problem.—Tom J. Crooks, manager, Texas Automotive Dealers Association 

“You will be able to judge the inroads made upon the authorized dealers’ 
business from the experience of demlers handling Chevrolets in Dallas, 
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“Authorized dealers who sold new cars and registered them here ran up a 
total of 8,814 Chevrolet passenger cars in 1953. Bootleg cars showing in the 
records for first or original registration were 642 passenger cars. 

‘The ited rate began with the all-out production race which reflected 
in dealer activity sometime in October 





accele! 








“October total Chevrolet passenger car sales 973 

“October sales by authorized dealers 843 

“October sales bootleg (13.4 percent) 130 
*109 of these 130 were original registrations 

“November total Chevrolet pa * sales S96 

“November sales by authorized 731 

“November sales bootleg (18.4 percent ) ae 165 
“143 of these 165 were original registrations, 

“December total Chevrolet passenger car sales es . . $41 

“December sales by authorized dealers > 636 

“December bootleg (24.4 percent) ie . 205 


“196 of these 205 were original registrations, 


‘Total documented bootleg sales of Chevrolet passenger cars for 1953 were 
1,023. Five hundred were sold in the last 3 months against 523 in the first 9 
months 

“Total sales of Chevrolets in July (856) and December (832) were about the 
same, yet the authorized dealers sold nearly 200 less, which is almost exactly the 
number sold by the bootleggers. July bootleg registrations were 24—authorized 





dealers 832. December bootleg registrations were 196—authorized dealers 636. 

“The loss in volume of sales tells only a part of the story. The competition 
offered by the bootlegger lowered the authorized dealer's price and cut his profit 
to a fraction of customary markup. This profit has now reached a low of about 
20-25 percent of customary markup. Dealers can’t stay on long on that kind of 
marcin. 

“lhe competitive lines particularly Dodge and Plymouth are suffering greatly. 
Dodge business is down 60-75 percent; Plymouth, 40-50 percent, from early 
1953. Even then Chrysler Corp. dealers were not getting their usual percentage 
of business 

“It seems that only volume lines can meet present competition and realize 
enough to defray expenses. Net profits even with Ford and Chevrolet dealers 
are becoming rare.’—J. N. Whitehurst, general manager, Authorized New Car 
Dealers of Dallas, In 


STATEMENT OF HERMAN SCHAEFER, EXECUTIVE SECRETARY, AUTOMOBILE DEALERS 
ASSOCIATION OF INDIANA 





The very existence of our industry’s highly developed distribution system and 
its essential service facilities is threatened by a vicious practice which, if al- 
lowed to continue unabated, will ultimately destroy this vital segment of our 
economy I refer, gentlemen, to the bootlegging and sale of new automobiles 
by unfranchised dealers. The attendance here today of dealers and represent 
atives of this association is, of itself, testimony to the serious nature of this 
proble ™m 

In the mere span of 50 years, the automobile business has grown to a literal 
giant in the American economy. During this period of time, authorized and 
franchised new-car dealers have been the only effective means of moving and 
servicing the enormous production of cars and trucks. This accomplishment 
was made possible only by giving good service to the public, as evidenced during 
various national emergencies, including the recent war, when they furnished 
the principal means of servicing and maintaining the essential highway trans- 
portation of the Nation 

New car and new truck factory enfranchised dealers across the Nation now 
have invested 114 times as much money as the manufacturer of the products 
which they sell. Today, their investments and the public services which they 
render are in jeopardy. They are in jeopardy because of the vast diversion of 
new-car production through bootleg and used-car channels. We cannot have 
a highly developed distribution system, with the necessary investments in serv- 
ice facilities to accommodate the public need—operating side by side with indi- 
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viduals who sell the same cars with little, or very low, overhead Such 
viduals make no effort to serve the customer. They do not participate i i 
expensive, factory-Sponsored advertising campaigns. They have literally no 
Investments in service facilities or parts inventories essential to the fulfill 
of the new-car warranty and the subsequent service needed by the publi Chey 
are obviously opportunists who seek the spoils, but share not the risk 

Factory enfranchised dealers, even in small towns, will have from $25,000 
$50,000 invested in special-service equipment alone. Factory-trained personnel 
are employed to maintain and service the customers’ cars rhe used-car bo 
leg outlet usually has nothing more than a wash-pit and are not equipped 
adequately inspect a car before it is sold for use on our highways It is ol 


that the safety of the customer, as well as the public, is in danger when he is 
lurea into buying from these nonfranchised sources All factories specify n 
imum standards for equipment and personnel, presale inspections, and warranty 
services; all for the protection of the purchaser’s investment This protect 

is not afforded a purchaser by the nonfranchised deale1 





Continuation of bootl g is destroying our industry’s distributing and 
servicing channels A recent survey by this association established that TU 


percent of the dealers in Indiana have lost money in the first 4 months of this 
year; 125 dealers have gone out of business in our State since the Ist of Jan 
uary. Our dealers are so demoralized that 50 percent of them would gladly 
sell their businesses at a fraction of their investments, if they could find buyers 

Because Indiana is not distant from the point of origin and its retail dealers 
are not charged the high freight rate of more distant dealers, bootlegging is 
not as prevalent as it is elsewhere. Yet, in spite of this, much bootlegging p1 
vails. For example, in the first quarter of this year in the ci 


Ind., where 100 Chevrolets were sold, 52 were sold by the authorized factory 





vy of Lafayette, 
dealers, while 48 were sold by nonfranchised dealers Likewise during the 
same period, 128 new Fords were registered in Lafayette, 66 having been sol 
by the authorized and franchised dealers, while 62 were sold by nonfranchised 
dealers 

The enfranchised automobile dealers of Indiana earnestly request the passage 
of this much-needed legislation 


The CuatrmMan. The committee will stand adjourned until 9:30 
tomorrow morning. 

(Thereupon, at 12 p. m., the committee adjourned to meet at 
9 :30 a. m., the following morning, Thursday, July 22, 1954.) 
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AGREEMENTS RESTRICTING CERTAIN SALES OF MOTOR 
VEHICLES FOR RESALE 


THURSDAY, JULY 22, 1954 


Hovuss or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 
Washington, D. ¢ 


The committee met at 10:30 a. m., pursuant to adjournment, in 
room 1334, New House Office Building, Hon. Charles A. Wolverton 
(chairman) presiding. 

The Cuarrman. The committee will please be in order. 


Is Mr. Richard C. Webster present ¢ 
STATEMENT OF DONALD WEBSTER, WASHINGTON, D. C. 


Mr. Donatp Werster. Mr. Chairman, my father is not present, but 
I am and if I may, I would like to offer his statement for the record 
and make a brief statement orally to you. 

The Cuarrman. How brief will it be ? 

Mr. DonaLp Wesster. I can say what I have on my mind in less 
than 5 minutes, sir. Any questions which you might want to ask, of 
course, would take longer. 

The CuatrmMan. You are not responsible for that, of course. 

You may take the stand. The statement of Richard C. Webster 
will be made a part of the record in full. 

Will you give your name, please, and your address? 

Mr. Donatp Wensrer. Mr. Chairman, my name is Donald Webster. 
I am counsel for a Senate subcommittee, one of the Senate subcom- 
mittees of the Interstate and Foreign Commerce Committee. 

I think our reason for being here today—my reason, and my father’s, 
for his statement, which I helped him prepare, is that for many years 
my father was an automobile dealer; a Packard automobile dealer in 
the city of Baltimore. He is no longer a Packard automobile dealer 
or an automobile dealer of any kind. In 1952, his franchise was ter- 
minated. I do not think it would be appropriate of me, and I do not 
think in our statement we have touched on this at all, to go into the 
details of why the franchise was not renewed in April of 1952; but I 
will say this to you so that your minds might be at rest as to whether 
there is any element of the bootlegging problem involved or any alle- 
gation that we were less than a good dealer involved. I can assure 
you that there was not. 

Packard had a multiple dealership system in the city of Baltimore, 
Md., until April 1952, and at that time invoked its powers under its 
dealer-sales : agreements to cancel not only our franchise, but the fran- 
chise of other Packard dealers. 
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Tt then left onl} one Packard dealer in the city of Baltimore, and 
it was Packard’s intention, as they have expre ssed it. to have but one 
dealer in the city of Baltimore. 

They had the power, they felt, under their contract, to establish 
such a competitive system. 

We have taken exception to it. We have filed an antitrust suit m 
the District Court for the District of Columbia. Mr. Willi am Lehey 
is our attorney. Mr. Robert Barker here in town is their attorney. 
In fact, the firm of Hughes, Hubbard, Blair & Reed in New York (¢ 
represents them. 

I mention that only to you, Mr. Chairman, because of the fact the 
other day on the Senate side when the subject came up, Senator Pur- 
tell asked some questions about that litigation and I said that rather 
than have us give our version of it, if he wanted any facts on the liti 

gation, we felt that he could better 20 to the Packard’s attorney Ss. I 
do not think that I mentioned our pos ition. 

Now, may I say what our position is on this bill. First of all, we 
are unalterab ly opposed to bootlegging. I do not think anyone who 
knows as much as we do about the automobile business can fail to 
realize that automobile bootlegging is a great menace to the public. 
That is first and foremost, in my opinion, the problem before you 
gentlemen. 

It isa great menace to the public. 

There is testimony on the Senate side that it did not hurt the public; 
the public can buy the cars cheaper. 

Our position is that bootlegging is the last in a series of close to 
defrauding acts that sack age in 

First our feeling is this, that the bootles gging is caused by overpro- 
duction by certain m: en wcturers who force or require their dealers, 
under threat of termination or cancellation of ‘the ir franchises, to take 
more cars, parts and accessories, than those dealers want. 

The dealers in turn cannot digest those cars. 

We believe—we are convinced that the dealers themselves are then 
put to the requirement, or the question of what they will do with them. 
So they try to get the retail suggested price first. Failing in that, 
they start to engage in slightly misleading advertisements, Then a 
little bit more misleading and right on down to misleading. Then 
they pack their service charges. This is no blanket indictment of the 
dealers. I do not mean it in that respect. What I am trying to say, 
in my Ineloquent way is that the dealers have been h: ird put to for 
a long time, but under this production race it is unbelievably difficult 
for a dealer to do a decent business, the kind of business that he got 
into, let us say, as some of the gentlemen testified—and I am sure it 
is SO they got into back in 1916. 

My father went into the Packard automobile business in 1926. 

I think I am correct in the statement that he led the world in 
Packard sales, as a Packard salesman in Baltimore for about 11 years, 
and then he went into his own dealership. 

Those men with the capital investments they have, holding the posi- 
tion they do in their community, did not get into it to defr aud the 
public. But, I think that I can assure you—I am convinced that many 
of them, coming under the economic position involved, have been 
forced to do certain things that they are ashamed of having been 
forced to do. 
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Now, when we come to the thought that there are 2 or 3 different 
ways to stop bootlegging, as the statement will I think make clear 
and I certainly hope that you will read it—I know how busy you 
are—our feeling is that a bill should be passed; action should be taken 
by Congress now. 

Perhaps it would be wiser, as the Federal Trade Commission sug 
gests, as I think the Department of Justice has or will probably sug 
gest to you, to defer action pending a study. 

Our feelings on that problem are that it is probably wise, but an 
extensive study was made in 1939, and a very germane question, it 
seems to me, which I respectfully submit, is what has been done to 
effect the recommendations of the Federal Trade Commission of 1939. 
My feeling is that little or nothing has been done to effect those recom 
mendations, so that if a survey can be made by these able bodies—the 

Federal Trade Commission or the Justice Department—and they re 
port back to you ge ntlemen and to the Senate side, then you woul l no 
doubt have information on which to act. I think you have enough 
right now in your own wisdom to be able to take, in a sense, judicial 
notice of what has been going on, from reading the publications that 
we have cited—the Wall Street Journal and out of the mouth of Paul 
Hoffman, Studebaker chairman of the board. Mr. Hoffman—and we 
have cited this in our statement—said not long ago—a couple of 
months ago—I am sorry if I am running over my 5 minutes, and I 
will bring it right to a conclusion, sir. 

He said that overproduction by certain factories engaged in the 
production race is causing bootlegging. 

Now, if the bill before you proceeds on the premise that automobile 
bootlegging is caused by weak dealers, 1 know that is not so. I know 
that if you go, as Senator Schoeppel apparently had done, by direct 
ing inquiries to certain, or to many new car-franchise dealers in your 
States, you will find that if you ask them, “Do you want a bill that 
will stop overproduction by stopping manufacturers from forcing 
you to take cars that you do not want” such as you have in many of 
your States—or “Do you want a bill that will permit the manu 
facturer to have the power that the Department of Justice under 
the law today says that he does not have, namely, the power to 
terminate a franchise for bootlegging cars,” I can assure you that 
if that proposal is put up to the dealer—and I am certain that it 
has not, and that it has not been duly emphasized that the answer over- 
whelmingly will be “Of course, we do not want any bill that will per 
mit the manufacturer to continue to require us, on threat of cancella- 
tion of our franchise to take these cars and then permit him to decide 
whether he will cancel a bootlegging dealer or not.” 

Now, I thank you very much, for the opportunity that you have 
given me. I think that it can be seen that I feel this very deeply. That 
is shown in my father’s statement, the statement whic ‘h we prepared, 
and in which he submitted in his name. I think that that will show 
that he feels it very deeply. 

He apologizes for not having been here to present it himself. He 
had to go back to the Eastern Shore yesterday. And, I certainly thank 
you for letting me come. If I can be of any ‘further help, I would like 
to, but I know how busy you are. 

The Cuatrman. Are there any questions, gentlemen ? 
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If not, we thank you, Mr. Webster for your appearance and the 
statement that your father has submitted. It will be made a part of 
the record. 


Mr. Wesster. Thank you. 
(The statement above referred to isas follows:) 


STATEMENT OF RICHARD C. WEBSTER 


My name is Richard C. Webster. I live in Salisbury, Md., and presently am 
engaged tuil-time in running the Somerset Seafood Co., which I own. However, 
I was in the automobile business from 1920 to 1953, and it is that experience 
which I beneve qualifies me to testify on S. 3596 and H. R. 9769, its companion. 

Before discussing my background and the bill under consideration today, I 
believe it would be helpful to outline my views: 

(1) I am unalterably opposed to new car bootlegging. In addition, I am 
equally opposed to the host of other nefarious gyp devices, misleading ads, 
crooked finance gimmicks, packed insurance charges and other sales schemes 
which too many new car dealers have resorted to of late in 
their swollen inventories. 

(2) I believe that the fundamental cause of these evils is the one-sided power 
which automobile manufacturers have over the operation of independently 
owned hew car dealers—for example, the power to force or require the dealers 
to buy more cars, parts, and accessories than they want or can possibly dispose 
of at anywhere near manufacturer suggested retail prices. In support of this 
belief I will offer for your consideration such unimpeachable authorities as Mr. 
Paul Hoffman, chairman of the board of Studebaker, who was recently quoted 
by a leading trade publication as having said that new car bootlegging is caused 
by overproduction of certain automobile manufacturers. 

(3) Thus, believing that automobile manufacturers already have too much 
power over new car dealers, I am opposed to increasing such powers. 

(4) I am especially opposed to the passage of any Federal law which would 
give congressional approval, directly or indirectly, expressly or by implication, 
to the form of “Dealers’ Sales Agreements” now used by automobile manufac- 
turers, unless and until Congress or an appropriate investigatory body (for ex- 
ample, the Federal Trade Commission; or preferably, the Department of Jus- 
tice) has made a careful and detailed study of the competitive practices in the 
automobile industry: and, in particular, of the contractual relationships be- 
tween automobile manufacturers and their new car dealers. 

(5) Therefore, I respectfully recommend that S. 3596 and H. R. 9769 not be 
favorably reported, let alone enacted. 

(6) If Congress wants to enact legislation now which will stop bootlegging 
and many other automotive sales practices so damaging to the public, I rec- 
ommend the two following alternative courses, in order of my own preference: 

A. Enact Federal legislation patterned after various State statutes (Florida, 
Nebraska, Wisconsin, Oklahoma, Rhode Island, Virginia, and others). Those 
States have exercised their police power to protect the public from being caught 
in the economic cross-fire of manufacturers seeking production records and 
dealers trying to stay solvent 

Caveat: This State-type legislation would have to be drafted with great care 
because of what I am told are serious constitutional questions involved. 

B. Or alternatively, enact a bill similar to H. R. 9354, recently introduced by 
Congressman Whitten. That bill would make it an unfair trade practice for 
an automobile manufacturer to force or require a dealer to buy more cars, etc., 
than the dealer, of his own volition, wanted. Further, it would make it unlaw- 
ful for an automobile manufacturer to terminate the franchise of any dealer 
who refused to buy more cars, etc., than he wanted. 

(7) However, my best advice is that instead of enacting any legislation now, 
you request that the Department of Justice—which I understand is presently 
studying competitive practices in the automobile industry and manufacturer- 
dealer relations—promptly complete its study and report its findings and rec- 
ommendations to you. If this cannot be done by the first of next session—and 
perhaps, even if it can—TI intend to do all T can to persuade certain key Members 
of Congress who are interested in both the nublic and American small businesses 
to start gathering certain foctne!l ‘nformation directiv from the new-car dealers 
and ex-dealers in their States. Thus, these Members of Congress will be able 


order to reduce 
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to move effectively in the recess months and the early part of next session to pro 
tect these small businesses, the thousands of people they employ and the public. 

Now, so that you will understand why I, a dealer for over 15 years, might 
appear to be on the opposite side of the fence from the National Automobile 
Dealers Association, insofar as this bill is concerned, let me say that it is nec 
essary that you understand a great deal about factory-dealer relations before 
you will appreciate the full truth in my statement that in spite of its sponsor- 
ship of this bill, NADA is unquestionably the best dealer’s organization in the 
country. While some liken NADA to a company union, dominated by automo 
bile manufacturers, I do not. 

The more I have thought about why NADA would sponsor a bill to give auto 
mobile manufacturers even greater power than they presently have over in 
dependently owned new-car dealers, the more I have convinced myself that 
many of the dealers who make up NADA are so afraid of manufacturer re- 
taliation that they refuse to permit NADA to sponsor or publicly favor any legis 
lation which would curb the power of the factories. While I do not know the 
facts, I doubt that NADA publicly endorse or supported the laws passed by 
Florida, Wisconsin, Nebraska, Rhode Island, Virginia, Oklahoma, Mississippi, 
and several other States which make it unlawful for automobile manufacturers, 
doing business in those States, to force or require new-car dealers to buy more 
cars, etc., than they want, or to terminate dealers’ franchises for refusal to buy 
This understandable timidity on NADA’s part, probably accounts for the fact 
that as introduced the bill under consideration acts only to permit or authorize 
the manufacturer to cancel the franchises of bootlegging dealers but does not 
require manufacturer cancellation. It probably also explains why the bill makes 
no attempt to prevent manufacturers from forcing or requiring dealers to buy 
more cars than they want. 

I am no longer a dealer. Therefore, I am in a position to express my opinion, 
without fear of manufacturer retaliation, that these bills, 8S. 3596 and H. R. 
9769, should not be passed under any circumstances; and certainly not without 
amending them to cover these two above-mentioned critical omissions. 

From 1926 to 1937 I was a Packard salesman for the Zell Motor Car Co., an 
independently owned Packard distributorship in Baltimore, Md. Although my 
records are not as complete as I would like on this score, I believe that between 
1926 and 1937 I led the world in Packard sales 11 consecutive years. If that is 
not completely accurate, I say without reservation that I was the leading 
Packard salesman in the world many more years than any other man, before or 
since. Parenthetically, I assure you that while I am very proud of that record 
I know that I was not as good a natural salesman as a few of my friends and 
competitors. I worked a great deal harder; and first, last and always I sought 
to be unparallel in serving my customers and the Packard Motor Car Co. 

In 1987, I was permitted to become, with my own capital, a franchised Packard 
dealer, under the Zell Motor Car Co. distributorship. After the war, Packard 
dispensed with most of the independently owned distributorships. By 1946 Zell 
was no longer distributor; and Zell, my company (the Webster Motor Car Co.) 
and the other franchised Packard dealerships in Baltimore all purchased Packard 
ears, etec., directly from Packard's zone office, here in Washington, D. C 

In April 1952, Packard refused to renew the franchises of all Packard dealer- 
ships in Baltimore, except Zell. As a result of this action, in February 1953, I 
instructed my attorney, Mr. William Leahy, to file a treble damage antitrust 
action against Packard here in the Federal District Court for the District of 
Columbia. It should come on for trial next spring. 

I do not think it would be appropriate for me in testifying teday to volunteer 
any information concerning that suit. I mention it for one purpose only, to 
alert you to the fact that I am not an impartial or coldly academic witness when 
it comes to matters involving the powers which automobile manufacturers have 
over independently owned new-car dealers. However, in fairness to myself, I 
must tell you that I do not believe that anything I say here today or anything 
Congress does with the various pending automobile bootlegging bills can in any 
way affect my lawsuit against Packard. 

Frankly, I have tried to find, within myself, the answer to why I am so dis 
turbed by and interested in these bills. I have found only one answer and that 
is that I believe that my family and I, and our faithful employees, and our cus- 
tomers innocently suffered from the arbitrary and unconscionable exercise of an 
automobile manufacturer’s tremendous power. I know that other small-busi- 
ness men have suffered similarly, some worse. At least I was not totally de- 
stroyed, while others have been. With this feeling, I see on one hand dealers 
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dropping like flies while manufacturers boast of new production peaks and 
record profits. On the other hand I see that practically nothing has been done 
to effect the manufacturer-dealer recommendations made in 1939 by the Federal 
Trade Comunission, And thus, I have concluded that it is my duty not only to 
Oppose suc h bills as S. 3596 and H. R S697 but to do all I can to secure for new- 
car dealers enforceable rights which will enable them to serve not only the manu- 
facturers but also the public and themselves. Accordingly, I am here today. 

I contend that new-car bootlegging and other nefarious practices injurious to 
new-car dealers and the public are caused by the power which automobile manu- 
facturers have over the operation of independently owned franchised dealers. 
In 1939, the FTC, after months of extensive investigation into competitive prac- 
tices in the automobile industry, recommended in House Document No. 468, 76th 
Congress, Ist session, as follows 

“It is recommended that present unfair practices be abated to the end that 
dealers have (a) less restriction upon the management of their own enterprises ; 
(b) quota requirements and shipments of cars based upon mutual agreement ; 
(c) equitable liquidation in the event of contract termination by the manufac- 
turer; (d) contracts definite as to the mutual rights and obligations of the 
manufacturers and the dealers, including specific provision that the contract will 
be continued for a definite term unless terminated by breach of reasonable con- 
ditions recited therein.” 

While the FTC would be better qualified than I to tell you how much has 
been done to effect these recommendations, I do not know of any material ad- 
vance that has been made, except in a few States where laws have been enacted 
which accomplish certain of these objectives. 

Today, as in 1989, the franchise contracts entered into by automobile manu- 
facturers and independently owned new-car dealers are form contracts drafted 
by the manufacturers and referred to in the trade as “dealers’ sales agree 
ments.” These contracts invariably require the dealer to maintain a certain 
type of business establishment and invest a certain minimum amount of money 
in fixed assets and working capital. As far as I know, all such contracts pro- 
vide that they terminate automatically at the end of a stated period, usually a 
year. Some even go so far as to provide that either party may, upon the giving 
of notice, say 30 or 60 days, terminate for any reason. All understandably pro- 
vide that the manufacturer may terminate the franchise “for cause” if the dealer 
does or fails to do certain enumerated things, such as committing a crime or 
not being open for business a specified number of days. 

In my experience I have never known a dealer who was canceled “for cause.” 
Invariably, where termination occurred, I noticed that the dealer’s franchise 
was simply not renewed after the automatic termination date. Usually no rea- 
son or explanation was given. 

You might think that a dealer who, on the strength of a manufacturer’s oral 
peptalks had bought a half-million-dollar building and equipped it with spe- 
cialized tools, signs, machinery, etc., in the absence of being guilty of a breach 
of the contract, would have some kind of right to compel the manufacturer to 
renew his franchise at the end of the first year in order that he could reason- 
ably recoup his investment. However, as I understand it—and I hasten to say 
that I am not a lawyer—almost all States hold that he has no such enforceable 
contract right. I am told that the leading cases on this subject were both de- 
cided in the Second Circuit. 

I understand that the recent case of Biever Motor Car Co. v. Chrysler Corp. 
(108 F. Supp. 948; aff'd. (2 C. A.) per curiam 199 F. 2d. 759), certiorari denied 
April 27, 1953, stands for the proposition that a dealer whose franchise is ter- 
minated does not state a cause of action, under the dealer’s contract (or in 
layman's language, has no right to maintain such a suit) even though he assumes 
the heavy burden of proving that the manufacturer was guilty of bad faith in 
terminating the contract. Since the Supreme Court refused to review the case, 
it is probably safe to say that that is the law of the land. 

An earlier case, known as Bushwick-Decatur Motors, Inc. v. Ford (116 F. 
24 675), decided by a Federal district court in New York and affirmed by the 
Second Circuit Court of Appeals was cited as the controlling authority by the 
circuit court in the Biever Motor Car Co. case. The earlier case stands for the 
proposition, I am told, that the Ford Motor Car Co. may terminate its dealers’ 
agreements for any cause or no cause and even though such cancellations might 
be done in bad faith. ; 

There are those. better versed than IT, who believe that unless a manufacturer 
in terminating a dealer’s franchise violates some criminal-type law, or the anti- 
trust laws, there is no effective way to bring him to justice. On this I express no 
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opinion, but I ask you to bear in mind that the bill before you today goes so far 
as to immunize automobile manufacturers from certain restraining effects of the 
antitrust laws, 

If manufacturers have as much power over independently owned dealers as 
the two above-cited cases would indicate, I doubt that anything anyone can say 
would justify according manufacturers even greater legal immunity in their 
contractual relationships with dealers than they presently have. 

But assuming that all I have said about the one-sided power which automo- 
bile manufacturers have over dealers is true, you might well reply, ‘Even so, 
if a dealer is a good dealer and does a good job the manufacturer will voluntarily 
renew his franchise.” If you did, I would agree that in most instances that 
would be true. But I would hasten to point out; first, that as long as dealers 
cannot look to the courts for justice but rather must bow down to the manufac 
turer in order to insure renewal of their franchises, then that long they will be 
forced or required to do unnatural, uneconomic things which they would never 
think of doing if they had any enforceable rights to renewal. In the second place, 
I would suggest that there are many instances where manufacturers might feel 
that it was to their advantage to terminate the franchise of a very good dealer 
in order to get an excellent one; to say nothing of the readily imaginable situa 
tions where manufacturers might be willing to sacrifice an excellent small dealer 
in order to keep a large, but weak, one. 

If you should com lude that tl e answer to all this IS to let deals rs beware ot 
investing the billions of dollars they do on the strength of anything as illusory 
li , ‘ 


e—they 
should beware But the fact is they do not And re dless of this dealer stu 


as these manufacturer-« 





awn “dealers’ sales agreements,” I'll 








pidity, blind faith or ignorance of the law, the inevitable result of manufacturers 
forcing dealers to buy more cars, parts and accessories than they Want Is that 
the dealers will pass the burden on, premeditatedly or otherwise, to the public 
How? First by misleading advertising, gyp financing, exhorbitant service 
charges, and the like If these devices don't kee p the dealer’s head above water 
then he wholesales, first to his friends, then to people not in the business of se 
ing cars, and finally to used-car dealers 

Certain States have realized the extent of inevitable injury to new car de: S 
and the public caused by arbitrary or unconscionable exercise by automobile 
manufacturers of their power over new car dealers Accordingly legislation in 
certain States has sought to make unlawful the following manufacturer prac 
tices: 

(a) Forcing or requiring a new-car dealer to buy more cars, parts, and acces 
sories than the dealer wants 

(b) Threatening to terminate, or in fact terminating, a new-car dealer's fran 
chise if he does not buy more cars, parts, or accessories than he, of his own ¥ 
tion, wants 

For example Florida Statutes Annotated, title 22, sections 320.60—320.70, deal 


ii 





with the problem, There automobile manufacturers required to obtain a 
State license to do business in Florida Section 320.64 expressly provides tl 
the State may deny or revoke the license of any automobile manufacturer for 


certain stated reasons, the most pertinent being 

“(5) Because the applicant or licensee has coerced or attempted to coerce any 
motor vehicle dealer to accept delivery of any motor vehicle or ehicles, parts 
or accessories therefor, or any other commodities which shall not have bee 
ordered by said dealer 

‘(6) Because the appli int or licensee has attempted to coerce, or has ec 
erced, any motor vehicle dealer to enter into any agreement with the manu 
facturer, factory branch, or representative, as the case may be 

‘(7) Beeause the applicant or licensee has unfairly or without due regard 
to the equities of a motor vehicle dealer, or without just provocation, threatened 
to cancel the franchise of such motor vehicle dealer 

‘(S) Because the applicant or licensee has unfairly or without due regard 
to the equities of a motor vehicle dealer or without just provocation, canceled 
the franchise of such motor vehicle dealer.” 

As the following State statutes attest, Florida is by no means unique in thus 
exercising State police power to restrain automobile manufacturers from run 
ning hog-wild over new-car dealers and the public : 

(1) Oklahoma session laws, 1953, title 47, sections 1-8; 

(2) Wisconsin statutes, 1949 edition, chapter 218; 

(3) Rhode Island, public laws, January session, 1950, chapter 2 
cle VIII; 


51796—54 S 
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(4) Nebraska, revised statutes 1943, chapter 60, article 6, section 60 
611, subsections (8), (9) and (10), in particular ; 

(5) Virginia, 1950 code, title 46, chapter 7, article 3, section 46-533 in 
particular 

My only purpose in mentioning these statutes is to call your attention to the 
fact that various States have realized the serious danger to the public from 
automobile manufacturers arbitrarily exercising their power over independently 
owned new-car dealers. Those statutes and the Federal Trade Commission’s 
recommendations of 1939 serve to reveal the extent and age of the menace. 

I have not mentioned these statutes in support of any argument that State 
police laws are the best way to effectively combat these manufacturer-created 
evils. Indeed, if as I believe, the time has come when clear and convincing 
evidence exists that automobile manufacturers and their franchised dealers will 
not voluntarily work out contractual arrangements giving enforceable rights to 
both sides and thereby protecting the public and themselves, prompt legislative 
action appears necessary, but not on a State-by-State basis. I submit that 49 
different methods of legislatively trying to protect the American public from 
the economic battles between manufacturers and their franchised independently 
owned dealers is not the best way. In any business as much a part of and as 
dependent upon interstate commerce as the automobile business such prob- 
lems should be handled on a Federal basis 

In further support of my conviction that bootlegging is caused by overproduc- 
tion of certain manufacturers who then force or require their franchised dealers 
to buy more cars, etc., than they want, I call your attention to the following 
facts and articles: 

1. It was reported in the March &, 1954, issue of the industry’s leading trade 
publication, “Automotive News,” that Mr. Paul Hoffman, chairman of the 
board of the Studebaker Motor Car Co. had said in Kansas City the week before 
that “bootlegging” of new cars is the direct result of overproduction. Mr. Hoff- 
man went on to say, “Production must be brought in line with sales. As long 
as there is overproduction there will be ‘bootlegging’ or discounting and we 
will continue to be in a mess.” He further stated in his address to the chamber 
of commerce and the Motor Car Dealers Association of Kansas City, “Under 
no circumstances should any factory ever ship a single car to a dealer unless the 
dealer has ordered the car.” 

In the same vein, the March 15 issue of Automotive News carried a statement 
by Packard Motor Car Co.’s vice president in charge of sales, Mr. Clare Brirgs, 
to the effect that he believes overproduction by some manufacturers has caused 
bootlegging 

2. An article on pi 6, Automotive News, July 12, 1954, entitled “Dealers 
Tell Why They Bootleg,” by Bud Harris: 

“Dealers in Texas who have wholesaled to used-car dealers say that they have 
been caught in a squeeze between factory and finance company. 

“The factories push stocks on them, they say, and the finance companies push 
in the opposite direction—they demand that dealers move cars floor planned 
by a designated time. 

“When the finance companies push too hard, the dealers say they are forced 
to wholesale new cars at heavy losses or go out of business.” 

3. The following issues of the Wall Street Journal, containing articles dealing 
with bootlegging: (@) March 2, 1954, (6) April 26, 1954, (c) May 3, 1954, 
(7) June 18, 1954. 

However, some will still contend that bootlegging is due to weak dealers, 
or to shoestring operators seeking to do a volume business Indeed the instant 
bill seems to proceed from that premise. Where are these weak dealers? 
Where are these shoestring volume operators? What are their names and 
addresses? 

The simple truth is that no automobile manufacturer who wants to stop a 
shoestring dealer from bootlegging is obligated to sell him more cars than he 
can, with his facilities, sell and service to the standard of the manufacturer. 

What I am saying is that all new car “dealers’ sales agreements” require 
the dealer to maintain certain physical facilities and to have a capital invest- 
ment sufficient to sell and service the manufacturer’s product in such a manne 
as will protect the manufacturer’s goodwill. I contend that a manufacturer, 
if it wanted, could unquestionably cancel these imaginary bootleggers, allegedly 
operating on shoestrings. 

Therefore until I see some actual shoestring dealer cases, I will not believe 
they exist. And, if they do, the manufacturers could eliminate them, if they 
wanted to, without such a bill as that under consideration 
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As long as automobile manufacturers have the power to force or require 
dealers to buy cars which they do not want, the manufacturers who believe 
production races to be to their benefit will continue to race; and dealers who 
want their franchises renewed will continue to buy cars they don’t want; and 
the public will go on being defrauded in one way or another. Trusting, new 
dealers will step up blindly to take the place of those who have fallen, while 
the manufacturers will get bigger and bigger. Today automobile manufactur- 
ing is no longer big business; it is a business for giants only—witness the recent 
rash of mergers. 

It is a healthy sign that people are trying to find an answer. Too long have 
the Federal Trade Commission’s recommendations been gathering dust; too long 
have manufacturers been allowed free reign. And so, bills like this and Con- 
gressman Whitten’s are healthy signs. 

The time has come, I honestly believe, for Federal legislation similar to that 
enacted by the various above-mentioned States; or alternatively, to that pro 
posed by Congressman Whitten in H. R. 9354. However, as I said in my open- 
ing remarks, I believe that the public interest would be served best by urging the 
Justice Department to investigate and promptly report its findings and recom 
mendations. In the meantime, I hope and believe that certain key Members of 
Congress will go directly to the new-car dealers and ex-dealers in their 
States for advice and information. Because those who are still dealers might 
fear factory retaliation, assurances of confidence might have to be given. How- 
ever, once armed with the results of such a grassroots survey, Congress in 
its wisdom, will be able to solve this problem. 

The CHatrmMan. Now, was there any further testimony to be of- 
fered? It is my understanding that when we adjourned yesterday, 
it was with the understanding or assumption that the statements sub 
mitted by the witnesses woul: d be made a part of the record and that 
in view of the testimony given in the Senate, and the fact that the 
statements would be entered in our record, that it would not be neces- 
sary for the individual witnesses to testify, and that being the assump 
tion, unless I hear to the contrary, | will give an opportunity to the 
members for the questioning of witnesses, that anyone may desire. 


STATEMENT OF ROWLAND F. KIRKS—Resumed 


Mr. Kirxs. Mr. Chairman, we would welcome the opportunity of 
having Mr. Freed, who is an automobile dealer and who is president 
of the National Automobile Dealers Association, to take the witness 
stand in order to ansWer any questions that pertain to the actual op 
eration of dealerships, which Admiral Bell, not being an automobile 
dealer, deferred some questions to yesterday, because he was not quali- 
fied from the point of view of experience as a dealer to answer those 
questions. Mr. Freed will be glad to answer any questions which you 
have. 

The Cuarrman. Very well, Mr. Freed, will you take the stand ? 


STATEMENT OF CHARLES C. FREED, PRESIDENT, NATIONAL AUTO- 
MOBILE DEALERS ASSOCIATION, SALT LAKE CITY, UTAH 


Mr. Freep. Mr. Chairman, and members of the committee, my 
name is Charles C. Freed, and I am a DeSoto-Plymouth dealer in Salt 
Lake City, Utah, and have been a dealer since 1926, and I appear be 
fore you today as an automobile dealer, as well as president of the 
National Automobile Dealers Association. etentaiceaa over 50,000 
retail authorized franchised automobile dealers throughout America. 

I wish to say to you gentlemen most emphatically that H. R. 9769, 
one of the bills that you are considering at this time, has the full sup- 
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port of our membership, as expressed by the entire board of directors, 
consisting of 54 membe rs Tre P yrese nting each State, as well as some 
large metropolitan areas within the United States, who are emphatic 
and unanimous in their - port of this bill, believing that it is essen- 
tial to the welfare of a great industry, and we hope that you will very 
definitely underst: an d that we are not divided on the question of the 
support of H. R. 9769. We think it is necessary for the survival of 
the dealers, because Wwe are quite ee that while automobile boot- 
legging, when it started some years ago was brought on by a shift 
from the wartime to a peacetime economy, that today it has become a 
very definite condition and we have evidence to support our claim 
that it is avery definite bi siness on the part of a comparatively small 
number of automobile dealers throughout the area, who are very defi- 
nitely as a plan of operation buying more cars than they are able to 
sell in their local retail sales areas and therefore by offering these for 
sale to individuals and « ompanies all over the United States fora very 
small qi ick profit over their costs—and that because they have no re- 
sponsibility in the way of service, parts, warranty, and so on, those 
dealers are operating with far less overhead than we are and, there- 
fore, our industry is in a chaotic condition to lay, so that our profits, 
as an industry, for the first 3 months of 1954 are eight-tenths of 1 
percent. 

Also we do not feel that a further Federal Trade Commission in- 
vestigation at this time can give us the needed help we need. 

We always remember the investigation in 1936 and 1939, and we 
are still waiting for some results of that investigation. 

Che industry that we represent today cannot wait much longer. 
If you he ave any questions I would be delighted to answer them. 

The Cuamman. Any questions, gentlemen 

Mr. Hinsuaw. Mr. Chairman. 

The CuatrmMan. Mr. Hinshaw. 

Mr. Hinsuaw. I would like to ask Mr. Freed if the proposal that 
is made by the automobile dealers, in his opinion, is the only one 
which will solve the problem which faces them, as well as the public? 

Mr. Freep. Congressman Hinshaw, bootlegging, as I am sure you 
know, is a very comp vlicated propos! ition. We believe, because of past 
experience, oro ating under a similar clause in our franchise is that 
it would go a long way toward the solving of our problems, and we 
believe it 5 necessary, although I would be the last one to tell you 
that it is the only one. 

It is a very definite and large part of our problem, but we have 
other problems as well. 

Mr. Hrinsnaw. I would think that you had a considerable num- 
ber of problems, of course, that may be considered in the public 
interest. But just as any other sinraosee undertaking is hazardous, 
so should the automobile dealer business be hazardous and not have 
the hazard removed by price-fixing or any other agreement to the 
extent that it would permit them to obtain unwarranted profits from 
their operations. 

Now, I would like to ask you, in the consideration of the bills which 
I have introduced, whether or not you think it is logical and right 
that a freight rate be passed on which is not actually paid by the 
manufacturer in bringing the cars to the dealers’ showrooms? 
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Mr. Freep. No, sir; I do not think it is correct. 

Mr. Hinsuaw. That is something which, of course, the public has 
been called upon to pay. 

Mr. Freep. Yes, sir. 

Mr. Hinsnaw. And it has cost me personally a good many dollars 
over a period of time; at least since it was necessary to deliver auto 
mobiles by rail, car, or otherwise. I think the public has been seriously 
imposed upon to that extent, not by the dealers, but by the manu 
facturers. The dealers, of course, must pass on the freight rate that 
is charged them by the manufact urers. 

Now, this bootlegging is what you call taking a quick profit. 

Mr. Freep. Yes, sir: that is right. 

Mr. Hinsuaw. It is not actually bootlegging, but it is taking a 
quick profit on the automobiles, and a small one through the sales 
of a dealer to either a used-car dealer or another person legit imately 
engaged in business. 

Mr. Freep. That is right. 

Mr. Hinsuaw. A person that is probably then legitimately engaged 
1h) business. 

Mr. Freep. Yes, sir. 

Mr. Hinsnaw. If that profit, and the possibility of a profit, did not 
include such a thing as a freight rate from some western points to 
Say California, or from near Detroit to some other part of the United 
States, would you not think that it would seriously deter that boot 
legging operator you are speak ing of # 

Mr. Freep. Yes, sir: I think it would have a great effect in dimin- 
ishing some bootlegging, particularly the type you speak of, which 
comes from an area such as you have spoken of—Detroit, Chicago, or 
some place like that, into my area, Salt Lake, where we have high 
transportation costs: or the Los Angeles area or the Northwest. It 
would eliminate a lot of it, a lot of the bootlegging, especially wherein 
we have in our zone, Salt Lake City, where some dealers from out of 
my State, for instance 200 miles away, will sell some cars to a used-car 
dealer, or another outlet in my own area for the retail sales out of his 
area; but it most emphatically would take a decided amount of the 
profit. 

Now, Mr. Hinshaw, out of the bootlegging as you know it, it is the 
same certainly in the Far West areas. 

Mr. Hinsuaw. Are you prepared to offer the freight rates to either 
your own section of the country, your own community, or to some 
other portions of the United States in comparison with the rates 
which are computed, or will you be able to file a statement of the actual 
rates paid ¢ 

Mr. Freep. I can; yes. I can give you the amount charged for 
instance in my area on most automobiles; the amount of rail trans- 
portation costs into Salt Lake City, Utah, from Detroit. _ 

I sell the Plymouth. On a car of that weight it is about $205 and 
the DeSoto which is an automobile which would be comparable to 
the Buick, the Oldsmobile, and so on, the cost is some $250. 

It varies from $250 to $300. 

And then on the Pacific coast. I know from our records there that 
their average freight for light cars and heavy cars is about $223, 
because they have the very highest rates in the United States. 
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Mr. Hinstraw. Do you know what it costs to caravan that automo- 
bile or to ship it by contract truck carrier ? 

Mr. Freep. I know that caravaning—which we consider is the 
driving of one car generally wat towing another, or driving them all— 
I know there are many organizations in or around Detroit, Chicago, 
and so on, that will caravan them out there for approximately $35 
per unit, although we as franchise dealers are not permitted to engage 
in that practice. 

Mr. Hrxsuaw. Do you know what the cost of shipping by contract 
motor carrier is? Not by certificated carriers, controlled by ‘the Inter- 
state Commerce Commission. 

Mr. Freep. No: I do not know. 

Mr. Hinsuaw. But by contract carrier. 

Mr. Freep. By private carrier entering into a contract with a dealer, 
I do not know. I do in general on the ones operating under the 
Interstate Commerce Commission. 

Mr. Hinsuaw. Do you know of any manufacturers who have a 
deliver Vv service other than that by rail ? 

Mr. Freep. Well, I know of many who ship their cars to dealers 
by trucks. 

Mr. Hinsuaw. From Detroit? 

Mr. Freep. Yes, sir. 

Mr. Hinsnaw. Do you know what the rates paid are? 

Mr. Freep. They are regulated by the Interstate Commerce Com- 
mission and in some areas we have been operating in, in my area, ona 
rate that is approximately 5 percent under the regular rate. 

Now, that differs from time to time, and they file their different 
rate schedules. 

On the Pacific coast I am informed that they are all oper: ating on 
the rail rate, but in our area, because we have, I think, 2 or 3 carriers 
authorized to come into the State of Utah, they just pesently lowered 
their carriage rates 5 percent. 

Mr. Hinsnaw. You heard me say yesterday that 46,000 caravaning 
permits had been issued in California. 

Mr. Freep. Yes, sir. 

Mr. Hinsuaw. Presumably that figure is exactly correct as to the 
number of cars that were shipped in by that means. 

Mr. Freep. Yes, sir. 

Mr. Hinsuaw. And presumably that figure represents approxi- 
mately the number of so-called bootlegged cars that are sold in Cali- 
fornia. 

At the same time the figures presented show that there were 258 new 
applications for franchises to sell automobiles in California from 
January to December 1953 and there were 289 dealers that went out 
of business by either closing or having closed their franchises. 

There were a total of approximately 2,500 dealers altogether, which 
shows a turnover of around 10 percent on the franchises. 

Is that rate of turnover considered to be unusual ? 

Mr. Freep. Well our rate of turnover last year, the end of last 
year—and certainly this year—is unusual. It is very high. 

Mr. Hinsuaw. What is it ordinarily ? 

Mr. Freep. I am not prepared to give you an accurate statement 
on that. We can supply it to you, sir, but I am unable to give it to 
you now. 
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Mr. Hinsuaw. I think for the record it would be interesting to have 
that figure supplied. 

Mr. Freep. We will see that it is supplied to you. 

Mr. Hinsuaw. And also the comparative freight rates supplied for 
certain parts of the country. It may be selected parts of the country. 
[I would take the Far West, certainly your part of the country, and I 
would assume that Dallas, Tex., as the center, would be another, and 
Florida would be another portion, New Jersey another. 

Mr. Freep. Yes, sir. We will be delighted to supply that. 

Mr. Hinsuaw. The rates for freight specifically as to sizes and 
weights of automobiles, to those parts of the country and the approxi- 
mate cost of caravaning into those varticular portions of the country. 

Mr. Freep. Very good, sir. 

Mr. Hinsuaw. If you can, I would like to have supplied the con- 
tract rate for transportation by motor carriers—not the common car- 
rier rates: the contract rates. The contract rates are one thing and 
the common carrier rates are another. 

Mr. Freep. That is correct. We will do our very best on that and 
get it to you at once. 

Mr. Hinsuaw. That is, for the record ? 

Mr. Freep. Yes, sir. 

Mr. Hinsuaw. To be inserted at this point in the record. 

(The matter referred to is as follows:) 


The committee has requested that additional information be provided on three 
subjects: 

(a) The comparative rate of turnover of franchised dealerships between 
“normal” times and during the present bootleg period. 

(b) Comparative freight rates. 

(c) Franchises existing prior to 1948 with antibootlegging clauses in them 
and current franchise agreements in which there are no antibootlegging 
clauses. 

Enclosed is the material requested with explanatory comments. 

(a) The committee has requested comparative figures as to the franchise- 
dealer turnover in a so-called normal year as related to the turnover that has 
taken place within the last year and a half during the existence of the current 
critical bootlegging situation. 

It is extremely difficult to select with certainty what might be appropriately 
termed a “normal” year. We invite the attention of the committee to the com- 
parative figures set forth on page 15 of Mr. Charles C. Freed’s testimony. There 
the figures are shown for the year 1952, the year immediately preceding the 
present bootleg situation, in comparison with the year 1953 and the first quarter 
of 1954. 

We do not have readily available statistics for any other period and the most 
authoritative source for such statistics is the manufacturer. 

(b) Inquiry was made as to the comparative freight rates to various points 
in the United States, primarily those situated the greatest distance from the 
manufacturer. In view of the fact that transportation arrangements covering 
the transportation of new cars from the manufacturer to the franchised dealer 
originates between the manufacturer and the carrier, we are not in command of 
all of the figures which you may have an interest in. We are providing, how- 
ever, illustrative freight charges which were compiled by and taken from the 
April 12, 1954, issue of Auotomotive News. The complexities of the various 
modes of transportation and the combinations of methods are such that the most 
authoritative information pertaining to them may be obtained from one of the 
contracting parties to these agreements, either the manufacturer or the carrier. 

(c) Sample franchises are enclosed. 

Both the Department of Justice and the Federal Trade Commission have 
indicated that the present legislation would tend to stifle competition. The 
enclosed are photostats of advertisements indicating that intense competition 
existed during the period when antibootlegging clauses were in the franchise 
agreements. 








104 AGREEMENTS RESTRICTING SALES OF MOTOR VEHICLES 


~ aos ON >< 








= # z 2 . 3 
wm Se 
7 x x 
‘ r= > 
= in 
N o > SS 7 
= 3 qx se 3 
SS KR 4 6 
: ” 
£ . 
= - ; > 
& ; = ae ~ x 
5 ia a - 
- 
: x S 0D > x 
us z =~ oF 
= 5 ig 
7 ’ FA oD 
z > x x 
x 
x 1 
fx = Bee - 
Z 
= - 
¢ x 
Z Z 
=> 
- z > 
> : 1¢ 
. AN 
a 
_ = x & or = 
x 
4 
~ z = 
$ = 
: ; 
= ° z z Lx x 
= 4 
‘ 
~ 





AGREEMENTS RESTRICTING SALES OF MOTOR VEHICLES 105 


Mr. Hinsuaw. I have no further questions to ask at this time, Mr. 
Chairman. 

We are honored tod: ay with the presence of 17 students who are here 
under the agency of the Students International Travel Association 
in cooperation with the Dutch Government and they are sponsoring 
a complete United States tour for these foreign exchange students 
that are now here. We desire to welcome them and we are glad to 
have them see this small portion of the legislative process which we 
are conducting in the United States in the interest of enacting laws 
which are favorable to the people of the United States. 

The Cuarrman,. If you are not already familiar with the back- 
ground of this committee, I would like you to know that it is one of 
the oldest committees in the Congress of the United States, having 
been one of the first that was Inaugurated under the original Congress. 

This committee was instituted in 1795. It has had a continuous 
existence from that time until the present. 

It probably has the widest and most varied jurisdiction of any com- 
mittee of the Congress. It has to do with many of our most impor- 
tant regulatory bodies in this Nation of ours. 

In other words, it has legislative jurisdiction with reference to bills 
that are introduced in the Congress affecting, for instance, the Inter- 
state Commerce Commission, which has jurisdiction over our rail- 
roads, our buses, our trucks, our inland water carriers, our coastal 
water carriers, and so forth. 

We have jurisdiction over civil aviation, both domestic and foreign 
That includes, of course, the airlines. 

We have jurisdiction over security legislation such as the stock 
exchanges throughout the country, both large and small, and certain 
types of investment legislation. 

We also have jurisdiction over Federal power, which relates to 
power that crosses State lines. 

We also have jurisdiction over public health in all of its phases, 
and scientific development within our country. 

And so, I might go on enumerating, but I think this is sufficient to 
indicate to you the importance of the Committee on Interstate and 
Foreion Commerce. 

I join with Mr. Hinshaw in his expression of pleasure at your visit 
today. I am certain each member of the committee has the same feel- 
ing, and we trust that your experience will prove beneficial and that 
you will go away with a very favorable opinion of the care that is 
given in the Congress to the de »velopme nt of legislation. 

As you may possibly know—but in view of the fact that you may 
not know—the bills are introduced by individual members and those 
bills are referred by the Spe aker to the several committees that have 
jurisdiction over the particular subject matter of each bill. 

Naturally, those that relate to the organizat ions that I have alre: ady 
mentioned are referred to this committee. 

Now, the purpose of referring legislation to committees is to enable 
a smaller group of the Congress to conduct hearings and hear wit- 
nesses for and against proposed legislation such as we are hearing to- 
day and then the committee, after having obtained the information 
that the *y consider necessary, discuss in executive session that testimony 
and determine whether the bill should be reported or not; whether it 
should be reported in the form in which it was introduced, or with 
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amendments. Then it goes to the committee known as the Rules Com- 
mittee, which committee has been given authority to determine whether 

it shall come before the House for action, and when it comes before 
the House for action. We have printed copies of the hearings and also 
of the report of the committee so that the membership can be fully 
informed as to the matter before they vote upon it or debate it in the 
House. 

Now, this committee has 31 members. The small number that is 
present at this moment is due to the fact that there is a bill on the 
floor of the House that vitally affects our institutions in which this 
committee is vitally interested, and hence the other members of the 
committee are on the floor of the House to help in connection with that 
particular legislation. 

We who are present have come with the idea of concluding hearings 
which were started yesterday, and will return to the House just as 
quickly as we can, especially in view of the fact that the bells have just 
rung to notify us that a vote is either being taken or that a quorum is 
called for. I did not notice how many bells rang. I am told it was 
one bell. Well, that is a teller vote. In other words, when there is not 
a pronounced decision, the chairman can say that this or that motion 
is carried or defeated, and a division is called for with tellers, and 
the Members pass up the aisle and are counted for and against the 
question as to the actual number, so that the chairman can rule on 
the motion that has been made. 

Now, with that explanation we will proceed with our hearings. 

Mr. Mack. Mr. Chairman. 

The CuarrMan. Mr. Mack. 

Mr. Mack. Mr. Freed, were you here yesterday when I asked some 
questions ¢ 

Mr. Freep. Yes, sir; I was. 

Mr. Mack. Do you remember the question that I asked ? 

Mr. Freep. I do not. Would you kindly repeat it, please ? 

Mr. Mack. Well, I was interested in your opinion as to first what 
effect this freight rate had, as far as encouraging this bootlegging 
business is concerned ? 

Mr. Freep. Well, Mr. Mack 

Mr. Mack (continuing): In distant areas, with high freight 
charges. It was stated yesterday that that makes bootlegging more 
profitable. : 

Mr. Freep. Yes, sir. 

Mr. Mack. Well, what is your opinion? What is to keep you as a 
franchised dealer from entering into the bootlegging business ¢ 

Mr. Freep. Selling automobiles wholesale for resale to someone 
else. 

Mr. Mack. What is to keep you as a dealer from selling to retailers 
in some other area ¢ 

Mr. Freep. There is not anything to keep me from it except my 
pride and love of the business I am in and my thought that it ought to 
be a good business; and the protection of the public good will. 

Mr. Mack. Well, I suppose the protection of the public— — 

Mr. Freep (interposing). Public safety, and a member of the public 
is entitled to buy a car, have it properly serviced, and properly cared 


for and maintained. 
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Mr. Mack. You have no facility in some other area and it was 
profitable, what is there to stop you? 

Mr. Freep. There is nothing to stop me. 

Mr. Mack. I recall long ago, during the depression, there were 
automobile dealers, franchised dealers, that actively engaged in that 
business of selling—having a dealership in the Central States, and 
having a retail outlet on the west coast and operated the business jus‘ 
for the purpose of beating the freight rates. That would not be boot 
legging, would it? 

Mr. Freep. No. You mean that he had another franchise and place 
of business on the west coast, as well as in the Middle West ? 

Mr. Mack. No, sir. He had a franchise, dealership in the Midwest 
and the retail outlet on the west coast. 

Mr. Freep. Then by retail outlet, you mean a salesman, or some 
thing of that sort; some connection out there that sold for him ? 

Mr. Mack. That is exactly the situation. 

Mr. Freep. Now, that is not bootlegging. No: we do not consider 
that as bootlegging, if he is selling the cars himself. That is some- 
thing else again that used to be in most dealer agreements. That is 
what we knew then as territorial] protection, which is no longer a part 
of our agreements. because of the action taken by the Justice Depart 
ment. 

Mr. Mack. It was very profitable and the freight rate alone was 
causing this bootlegging. 

Mr. Freep. He drove them out there, I presume. 

Mr. Mack. Yes, or hauled them out there. In those days I believe 
they had a practice of hauling them out there. If the freight rate 
alone was causing the bootlegging, it would appear to me that more 
franchised dealers would be entering into this business of selling cars 
in higher freight areas, and if this is done, or this bill is passed, I do 
not believe that incentive alone would be enough to get away from 
those that are interested in it. 

Mr. Freep. I know, personally have known that, but I have thought 
about it since you mentioned it yesterday, sir, and I would certainly) 
say it presents a new idea, but I do not believe that it is practiced very 
much in the country today. 

Mr. Mack. Now, what bothers me—and I think some of the other 
members of the committee—is just exactly what this term “boot 
legging” means. 

‘T recall some periods during the last 20 years there was a term called 
“black marketing,” and that was followed by another term called 
“oray marketing.” 

~ Now, you have a term that you call “bootlegging,” and I am wonder 
ing if it would assist us any if you would give us some idea of what 
those various terms meant and what the operations were; and how 
they sold their cars, who they sold them to, and at what points they 
were retailed, or what points they actually reached the hands of the 
ultimate consumer. 

Is there any similarity between the three terms ? 

Mr. Freep. No, sir; not that I know of. There is not any black 
market operation in automobiles as I think we know it existed when 
cars were under rationing. Some got cars that they were not entitled 
to, and there was some black marketing that I heard of at the time. 
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That. certainly was by a few unscrupulous people who sold cars be- 
yond the price that they should have been sold for. 

Mr. Mack. That is my understanding. 

Mr. Freep. Yes, sir. 

Mr. Mack. I would like to know a little more about black market- 
ing. Were those franchised dealers that just had, or sold cars in their 
own trade territory or area for prices above the retail price ; or was 
that the case of a dealer selling cars to other people in other areas; 
or an organized group purchasing cars and selling them at much 
higher prices; over the ceiling prices ¢ 

Mr. Freep. I believe 

Mr. Mack. I] believe that the pract ice was to sell in some other area, 
was it not / 

Mr. FreED. So far as I know aan existed by some people right in their 
own areas. 

I know that as an association we fought that thing with everything 
we had, to eliminate it, and I do not believe there was any organiza- 
tion around the country that did it. There may have been, beyond 
my knowledge, but I do know that it did exist in some instances, just 
exactly as you have explained in the first place. 

Mr. Mack. All right Is the gray market similar to the black 
market ? 

Mr. Freep. I guess it was just a matter of degree between the gray 
and the black market end. 

Mr. Mack. Similar operation ? 

Mr. Freep. Yes, sir. 

Mr. Mack. That is my understanding. Now, there is no connec- 
tion actually between the bootlegging and the black market or the 
oray marketing ? 

Mr. Freep. No, sir. 

Mr. Mack. Now, will you please, for my benefit at least, explain 


W hat bootlegging is? 


Mr. Freep. I will be glad to. 

Mr. Mack. And where the cars reach the ultimate consumer? 

Mr. Freep.. The practical aspect of it is that an authorized 
dealer—let me take my own operation, for instance. I buy so many 
‘ars per month, to take care of my retail sales area, where I can sell 
to my own customers, and sell as many as possible, because that is my 
business aggressively and in keeping W th our free enterprise system. 

Then. ] find that I can sell to a used car dealer or over at auction 
we have a very active auction in Salt Lake City—and they exist all 
over the country—where they buy and sell new and used cars. 

So I can buy, let us say, an extra 20 cars and take them down a few 
blocks to the auction and auction those off to people who do not have 
4 place of business other than generally a used-car lot, or sometimes 
not that. They do not have parts, they do not have any mechanics, 
they do not have machinery, and do not have equipment, and do not 
operate under a franchise warranty. 

IT can sell those cars over at this auction, for, let us say. from $50 to 
$100 or maybe $150, for cash, over my cost. So, my overhead has re 
mained the same. 


Savy that I sell 40 at retail per month, to my reeular customers. and I 


sell this extra 20, with no increase in my overhead whatsoever, and they 


— 
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are able to buy the cars there or able to buy them through auctioneers 
through other districts around the country, and they can take those 
and sell them to the public, generally under the warranty, under my 
warranty, or if it 1s under the warranty of another authorized 
dealer—someplace, somebody has to take care of it to try to keep the 
goodwill of his product and his own company—and I have as a dealer 
made quite a profit, and it has not interfered with my own retail sales, 
because I am smart enough, generally, to get them out of my sales area. 

Mr. Mack. So you would be one who would take it to an auction 
someplace outside of where you are operating? 

Mr. Freep. That is right. 

We have a specific example here that we would like to offer as 
evidence. 

Mr. Mack. If I understand you correctly, you are saying that the 
dealer himself is the one who is responsible, and not the purchaser for 
this bootlegging, not the purchaser or the wholesaler. 

Mr. Freep. No, sir. 

Mr. Mack. Who comes along and purchases an automobile 

Mr. Freep (interposing ). It is the dealer that is the source of sup 
ply and when we speak of the bootlegger we are talking about some 
new-car dealers, someplace, who sells these automobiles to those which 
we consider unauthorized sources for resale and not in the public in 
terest, because they have no arnt under the terms of the war- 
ranty and we think an automobile is a product of transportation in 
this country, and that it must be ek It must be maintained. 
The safety of our highways is certainly something that we must 
consider 

Mr. Mack. In view of that fact: in view of the statement you have 
made, do you think that the Crumpacker bill is the proper approac! 
tot? 

Mr. Freep. Yes, si 

Mr. Mack. Or whether you should have some fair-trade arrange 
ment to guarantee a certain level or certain price for the product. 

Mr. Freep. [ think th: at is a good question, and I can say this to it, 
quite naturally, because this is the most important thing confronting 
over 30,000 of our members today, and over which we have literally 
burned the midnight oil on this proposition with our lawyers and our 
selves and our experience in the busi ess. 

We operated under a similar clause to that which is suggested in th 
Crumpacker amendment for many years, up until 1948, when it was 
taken out. We did not have eae those years. 

Mr. Mack. But vou did have a gray marketing. 

Mr. Freep. Well only in that scarcity period, That is the only time 
I have ever known of it was in the scarcity period when cars were of 
course rationed. 

Mr. Mack. Excuse me for interrupting you for just a minute, 

Mr. Freep. Certainly. 

Mr. Mack. As I see it, it appears to me that gray marketing and 
bootlegging are entire ‘ly the 0 areal tions. 

In the first instance, the gray marketers were trying to get more 
money for the automobiles and were taking that means of getting more 


mone y . 
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Now, the same operation is conducted as a means of reducing the 
prices down through volume operations. That is my opinion. I think 
that both of them are very similar. It is the same operation. 

In one case they were trying to beat the selling price, and in the 
second case they were bringing the price down by volume-sales opera- 
tions, to accomplish the same end. 

Mr. Freep. Yes; but in the normal run of business, certainly not 
before the war, and certainly not now, there is not any possibility of 
selling a car for too much money. I can assure you of that. 

Mr. Mack. They are not completely different operators? You 
have so many automobiles to sell and you have to operate under a 
volume proposition and this is a means of getting automobiles out at 
a small margin of profit in other territories, where the individual is 
making as much money as he can. 

Mr. Freep. Well, he is making a lot of it. And, of course, it is a 
practice now that is practiced, in our opinion only by a comparatively 
few; but what it has done to the market is beyond all comparison 
to the degree. 

But, to further answer your question, we believe that because of our 
experience under a similar clause in our agreement with the manu- 
facturers up until 1948, that this would generally eliminate a lot of our 
troubles, and on the fair trade part of your question, we believe, and we 
are certain, because of our experience in the automobile business, that 
because of the used-car business, it is simply impossible to fair-trade 
automobiles at this time. My State has a fair-trade law, but because 
of the used-car value—which no one knows—no two automobile dealers 
agree on the worth of a used car—it is utterly impossible to enforce 
it. We tried it for instance in connection with the NRA. I was one 
of those unfortunate men who sat on a panel. I was a judge, so to 
speak, in a market court, and we could not agree then under the NRA, 
when it was enforceable. It was completely unenforceable then, 
because of the nature of our business. 

We accept this used car in trade in lieu of money, as you well know. 
We do not know what the value is ourselves. 

Mr. Mack. I understand the position you are in and I am whole- 
heartedly in agreement that something should be done. 

I thought from your argument that you might be interested in or 
in favor of a fair-trade law. 

Mr. Freep. Not in our business, because we do not think it will 
apply. 

Mr. Mack. Well now I want to ask you one other question along 
the same line. 

[ believe someone stated yesterday that the pressure of new-car 
sales, the factory pressure, was causing this bootlegging; the factory 
loading up of the dealers with automobiles was also stated as not the 
cause of it. 

Mr. Freep. I have heard a great deal of argument on that and I cer- 
tainly offer as evidence this fact to you, that in the opinion of our 
national association, and my own intimate acquaintance with thou- 
sands of automobile dealers representing all makes of automobiles, the 
dealers whom I know do not bootleg new automobiles. 

Now, we know that in past days when we had this transition from 
this war to peacetime economy, that many manufacturers tried to sell 
every automobile they could. 
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I believe that is in keeping with free-enterprise system. I sell every 
car at retail that I know how to sell. 

I think in the past there have been some overzealous district man- 
agers, and so on, that perhaps sold the dealers too many automobiles, 
but because the vast majority of dealers do not bootleg, we believe that 
is proof in itself that bootlegging today is generally caused by the 
people who are engaging in it on a wholesale basis, generally caused by 
overbuying. ; , ; 

Now, I have made mistakes in overbuying in my time, as I think any 
other merchant has. I have bought too many DeSotos and Plymouths. 
[ come under our free-enterprise system, have been able to go out and 
trade long, as we say, and give discount, and liquidate those cars, but 
not disrupt the market for some other good dealers in the area who are 
trying to serve the public. 

So that we believe as an association—and I am sure that you gen- 
ilemen agree—that we believe in the free-enterprise system, as you do, 
und we do not believe it is possible to limit production in this business 
of ours. We think we ought to sell every car we can sell and be good 
citizens and pay taxes and stay in business. 

Mr. Mack. Well are you affected personally by this bootlegging 
operation ¢ 

Mr. Freep. Yes, sir; lam. 

Mr. Mack. Well now, I assume that your complaint comes from the 
auction, automobile auction in Salt Lake City. 

Mr. Frreep. That makes our situation worse, because they bring 
them in from all around; all of the surrounding States, and from as 
far East as back here—every place. 

Mr. Mack. Maybe some come in from say Denver, Colo. 

Mr. Freep. Yes, sir. 

Mr. Mack. That is, new cars. 

Mr. Freep. Yes, sir. 

Mr. Mack. Dealers bringing new cars to Salt Lake City and selling 
them at auction. 

Mr. Freep. Yes, sir. Denver, Colo., incidentally, Denver has one of 
the largest auctions in the Nation. 

I believe we have a dealer here from Denver. He was here yesterday . 

Mr. Mack. He is not the one who is bringing the cars to Salt Lake 
City ¢ 

Mr. Freep. No; he isa very good dealer. 

Mr. Mack. Well, there is no protection ; there is no factory protec 
tion to protect you from the DeSoto dealer, or whoever it is in Denver 
who brings a brand new car into Salt Lake City ¢ 

Mr. Freep. No, sir. 

Mr. Mack. And sells it at wholesale. 

Mr. Freep. No, sir. 

Mr. Mack. Do I understand that it would be illegal, or that it 1s 
impossible for the factory to have a provision to protect you from the 
sales of cars, wholesale, in Salt Lake City ? 

Mr. Freep. Yes, sir; as the Department of Justice interprets the 
antitrust laws today, starting with 1948, they have told us most em- 
phatically that they think that the manufacturer and the dealer, if 
we agree to such a thing, would be subject to prosecution criminally 
and civilly under the act. 

Mr. M ACK. And you feel that these are all franchised dealers that 
are involved ? 
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Mr. Fr ED. Yes, sir. I do not think that they could get cars unless 
they have a franchise. 

Mr. Mack. They are involved in the operation or transporting of 
these cars from one city to the next ? 

Mr. Freep. Yes, sir. Now, not in the transportation thing from 
one city to the next. Generally the authorized dealers offering the 
cars at wholesale invite people in from other areas to come into their 
place of business and then they transport them. 

Mr. Mack. Now, I understood you to say that the dealer himself 
was involved in this business. 

Mr. Freep. He is, He is the first step. He sells the car, let us say, 
in Chicago, Ill. He offers it. And they have mailing lists, and they 
offer these cars for sale all over the Nation, and these buyers come 
In; these unauthorized people, who do not have a franchise, come to 
the authorized dealer’s place of business in his city and buy that car 
at something over the dealer’s cost, and then they transport it by 
different means; put it on a truck, or however they wish to transport 
it to their place of business; their lots, or whatever it might be in 
some other area and resell] that car there to the public. 

Mr. Mack. The factory would not be justified in canceling the 
contract of someone like that ? 

Mr. Freep. Well, sir, they believe that they would be subject to 
prosecution by the Department of Justice. We discussed the matter 
with them. We then went and talked it over with our own counsel, 
and they agreed with the general counsel of the manufacturers. I 
personally went with other members of our staff to Judge Barnes, 
who is in charge of the Antitrust Division of the Department of Jus- 
tice, and he told me. 

Mr. Mack. Are these dealers members of your association ? 

Mr. Freep. We have some members. We represent some 32,000 out 
of over 40,000 automobile dealers. If some of them are—and I do not 
question but that some of them are—they are a very small minority, 
but undoubtedly there are some there, and we think that they are 
just wrong and wish that they were not in our association. 

Mr. Mack. But there is nothing that your organization can do to 
control it / 

Mr. Freep. We have no way to do it. 

Mr. Mack. Have you ever heard of wholesalers ? 

Mr. Freep. Yes, sir. 

Mr. Mack. Well, what is the definition of that term in your in 
dustry ? 

Mr. Freep. Well. IT would say he is spoken of under our term of 
{ ootlegging as I have just described it. 

Mr. Mack. Isthat the seller or the buyer ? 

Mr. Freep. That is the seller. 

Mr. Mack. He isthe w holesaler ? 

Mr. Freep. Yes, sir: the wholesaler in plain terms. 

I have a particular case here, gentlemen, from Toledo, Ohio, where 
this franchised dealer wrote a letter on June 22, 1954, to Los Angeles, 
Calif. The name of the dealer he wrote to has been deleted. Other- 
wise this is a correct photostatic copy, Iam told. It is offering cars 
for sale in that area, telling the dealer of the terms and how they can 
do it and so on. 

Now, he certainly is a wholesaler ora he votlegger. 
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Mr. Hinswaw. You say that he is offering cars in that area, which 
area, Toledo or Los Angeles / 

Mr. Freep. Los Angeles: southern California. 

Mr. Hinsunaw. At what kind of a price? The dealer's price, the 
wholesale price in that area / 

Mr. Freep. He states here: 

Customline V-—S Tudor with six-tube radio, F. A. heater, Fordomatic, turn 
signals, electric clock, whitewall tires, oil filter, oil bath air filter and positive 
action windshield wipers of $1,800 f. 0. b. Toledo, Ohio 

And there is a note on here that says “About $50 over.” That means 
$50 over the dealer’s cost. 

And then he quotes a convertible V—8 at $2,500 f. o. b. Toledo “about 
$75 over,” and says: 


We are able to give you out-of-State delivery, naturally exempting you from 
State sales tax: 


And then they say: 


I hope these prices and the service is inducive for you to buy here. Presently, 
we are doing business with F. G. Grant and Harry Diehl (Muller Bros.). I had 
the opportunity to meet Harry personally when he was here in Toledo 

Please feel free to write again for specific prices if I can be of service to you 

Here is another which gives a better illustration. This is addressed 
to Los Angeles, Calif., from Chicago, LIl., and says: 

The undersigned is happy to have had the opportunity to discuss your pur 
chasing problems with you. 

We are equipped to sell you new Fords in the amount of $50 over our cost. We 
stock an average of 125 to 150 cars at all times to serve our customers. There 
will be a small additional charge in the amount of $10 to cover the cost of the 
dealer promotion assessment. 

Enclosed are typical costs taken from Ford invoices on the eight cylinder model 

You will, of course, receive the factory invoice and our invoice which may 
vary more or less by a few dollars. Please prepare your order indicating models, 
equipment, color, and forward this to the undersigned in Chicago. If at any 
time you may require assistance, Mr. G. E. Mittelman or Mr. Max Davidson will 
be happy to serve you. 

I want to thank you for the time you made available to me. 

Very truly yours. 

Mr. Hinsuaw. Mr. Freed, are those dealers, authorized dealers by 
the motor companies that manufacture the cars 

Mr. Freep. Yes, sir. 

Mr. HinsHaw. That carry on in that way ‘ 

Mr. I'reep. They are so indi ated there. Iams ure they are. 

Mr. Hinsuaw. Are you through, Mr. Mack ‘ 

Mr. Mack. | have one other question, 

Mr. Hinsuaw. Goahead. I will wait. 

Mr. Mack. I just want to ask one other question and I will see if 
I have a correct understanding of this. It will be very helpful to me. 

As I recall, in addition to these Operators that you have mentioned, 
and explained, there is still another group ol operators or people en 
gaged in it, people who purchase from many different people all over 
the country; travel generally from east to west, or maybe in any 
direction, and they purchase from dealers every pl ice, and these are 
known as wholesalers I think also. They are not all franchised deal 
ers, but they travel all over the country buying and picking out cars 
or making arrangements for picking up cars, and I believe they op 
erate principally through the smaller dealers. 
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Mr. Freep. Yes; there are some that do that; yes, sir. 

Mr. Mack. And they are people who independently drive into a 
small dealer’s place in just going through - city, and if they see a 
car on the showroom floor or in the shop, or just being unloaded off 
of trucks, they will buy it 

Mr. Freep. Yes. 

Mr. Mack. And, they offer the dealer so much. They say, “You 
do not have to touch this car. We will give you $50 more than you 
paid for it”—and that is a cheap transaction. And, the dealer thinks 
well, that is $50. The car is not going to be in my trade area. It is 
going to go out of my area. 

Or, he is offered $100, as the case may be, and he is quite tempted to 
pic k up the $6 0 or the $100. 

It is my impression that this type of business is encouraging more 
dealers to sell at wholesale, small dealers, rather than the big opera- 
tors that you have referred to that are trying to engage in and get the 
volume sales, with the same or a similar arrangement. 

I believe that there are also, in addition to the franchised dealer- 
operators » pure ‘hasing operations also termed “wholesaling” that has 

cause a considerable amount of trouble from the limited knowledge 
that I have. and I have a feeling, or I know, that some of them are 
one and the same one that were operating in the black market and gray 
market and are now in the bootlegging operations. The same indi- 
viduals are Brag in it and it is the same type of operation. They 
have connections in Kansas City, Los Angeles, Denver, and so on. 

I believe also ths at these same individuals are the ones that do some 
purchasing through the automobile auctions that you have mentioned, 
and it is my impression that there are more franchised dealers be- 
coming involved, because of the short time that it takes to make the 
$50 and have the car moved on, out of his te rritory, without any re- 
sponsibility or being involved with the big operators. And, actually, 
he tries to deliver the car to these other people. 

Do you believe that there still is some chain that was set up during 
the war, or immediately after the war, and operating today in the 
surplus automobile field ? 

Mr. Freep. Well, I certainly am in agreement with you that there 
are many er sold by franchised dealers on the exact basis that you 
have dese ribed. I do not know whether the “Vy are F arge chi ains, but I 
do know there is some organizations such as you say that have travelers, 
out and they cover several States « ‘onstantly. Some of the auctions do 
that, and as you say, perhaps picked up one car at a place. 

[t gets back to this old quick dollar idea we are talking about. Then, 
they go to another city and pick up a few that way. And then, as we 
have said before, these large operators have begun to make a definite 
large business out of it, by selling them out of their sales area 

So, both of the things are prevalent today and that is the reason we 
think we must have the clause back in if we are going to survive and 
give service to the public, because we think it will correct both situa- 
tions, the one that you just described and this larger operation also. 

Mr. Mack. I have no further questions, Mr. Chairman. 

Mr. Youneer. Mr. Chairman. 

Mr. Hinsuaw. Mr. Younger. 
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Mr. Younger. You said a while ago that you think there are prob 


ably some members of your association who participate in this boot 
legging operation. 

Mr. Freep. Yes, sir. 

Mr. Youncer. Has your association made any atte mpt a t all to find 
out who they are or eliminate them from your association ¢ 

Mr. Freep. Well, we are doing this: We get records from other 
State associations in almost every State in the Nation where they have 
available records. They send them to us from time to time; send us the 
serial numbers of cars. We will send them mto the manufacturer to 
find out from whom that car was purchased, the original franchised 
dealer. _ State associations are all doing that. 

Now, in some cases we have found 1 or 2 members who did it and 
have acount the matter with them, but in accordance with our 
articles—we are going into that matter. 

Perhaps we could sav to them, “We do not like you. We do not want 
you any longer to be a member of our association.” But, those men are 
making pretty good money and I do not believe that they would care 
very much whether or not, in view of the tremendous dollar value they 
are making today, whether they are members or not. We certainly do 
not welcome them at all. 

Mr. Youncer. But, you have made no efforts in your association to 
do a self-policing job? 

Mr. Freep. Oh, yes, sir. We have done it with every means at our 
command—in the meetings; by mail, correspondence; in our conven- 
tions, and everything, we have been condemning this practice that we 
have been discussing, this so-called bootlegging. We condemn it. We 
think it is wrong. We think it is destroying our industry and destroy 
ing the vast majority of our members, and there are 30,000 of them. 
We have done everything in our power; yes, sir; in every way. We 
have taken every step we know how to t: ake saat of this one, to try 
to stop it within our industry; to try to police it. We have condemned 
it; we have tried to educate the members on what a shortsighted thing 
it is and how they are destroying our very distribution system. 

Mr. Youncer. But you have not w ithdrawn members] ip from them ? 

Mr. Freep. We have not withdrawn membership from them yet; 
no, sir. 

Mr. Youncer. You believe in the coexistence philosophy then ? 

Mr. Freep. How do you mean, sir? 

Mr. Youncer. Well, the so-called coexistence, peaceful existence we 
hear so much about in world affairs—that you can peacefully coexist 
with the Communists; and you believe in peaceful coexistence with the 
bootleggers. 

Mr. Freep. No, sir: I would not gothat far; no, sir. 

Mr. Youncer. You have not discharged them from your member- 
ship ? 

Mr. Freep. We have not. The thing is we rather believe this, sir, 
that it would not stop the practice and sometimes if you can educate 
and work with a man maybe we can make him better and, of course, 
you know it is not easy to find all of these cases. And, we are prepared 
to go further into the situation—anything. But, I assure you that it 
is going to take far more than just saying, “We do not want you as a 
member any longer,” to stop what is a profitable business today for 
some who care nothing about the future of our industry. 
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Mr. Youncer. Well, essentially, the responsibility for this should 
rest on the manufacturers. Is that not true? 

Mr. Freep. We think so: yes, sir. That is the reason we have asked 
for this. , 

Mr. Younger. If this is continued then the present system of dis- 
tribution will fall of its own weight ? 

Mr. Freep. That is right: yes, sir. 

Mr. Youncer. Do you believe that the manufacturers even under 
the present contracts that they have can stop that / 

Mr. Freep. No, sir; we do not. We have discussed it with them on 
several occasions. We have talked with our general counsel. We have 
talked with our own counsel and we have talked with the Department 
of Justice on it and all parties are in agreement that if a cancellation 
was effected and it were proved that the basis of the cancellation were 
actually the sale of these cars on a bootleg basis, that the manufacturer 
would be subject to prosecution under the antitrust laws, and we are 
satisfied of that today, sir, and that is the reason we have appeared 
before these committees. 

We have taken months going through the usual procedure, before 
the Department of Justice, requesting some relief on it, because we 
always had this clause in our contract until approximately 1948. We 
have had it historically for 40 years, operated under it and did not 
have bootlegging and, we have requested that the manufacturer be 
allowed to put it back in and we, of course, have been denied that re- 
quest. 

Mr. Youncer. Do they not have ways and means of policing their 
dealers ¢ 

Mr. Freep. Well, I do not know whether you could call it policing 
or not. They certainly have ways and means of doing everything pos- 
sible to see that he sells automobiles and does a good job. They cer- 
tainly want that. There is no question about that. 

Mr. Youncer. It occurs to me that most manufacturers of that type, 
without a contract have ways and means at their disposal, if the dis- 
tributor is doing something that is very obnoxious to them, and that 
they usually find ways and means of stopping them. 

Mr. Freep. Well perhaps that is true in some cases, but as we are 
informed, this is against the antitrust laws. There certainly is the 
fear on their part, because as you know, Mr. Curtice, president of the 
General Motors, requested that this exemption, or whatever you might 
term it—I do not know the legal terminology—but, he requested it of 
the Department of Justice and was refused. 

All manufacturers, to our knowledge, have written to their dealers 
calling their attention to the pitfalls of this bootlegging practice, what 
s going to occur in their industry, and condemning it, but no positive 
action has been taken since this started, we believe, because of the 
elimination of this clause in our agreement, and we think if it is re- 
stored that we can police the business on the proper basis of free enter- 
prise, as we did for 40 years, and eliminate this situation. 

Mr. Yo NGER. Has the union of the salesmen taken any position on 
this’ 

Mr. Freep. No, sir; not that I know of. That union is not very 
widespread throughout the country. It is not very active and I know 
of no position that they have taken on this. 

Mr. Youncer. It would be very detrimental to them; would it not? 
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Mr. Freep. IT should say it would; yes, sir, tert ibly so. 
Mr. Youncer. That isall, Mr. Chairman. 
Mr. Ti seRRY. Mr. Chairman. 

Mr. ea Mr. Thornberry. 

Mr. THornperry. I do not know whether you have answered t 
question « rnot. : 

Under the provisions of this bill the Federal Trade Commission w 
be called upon to hie Ip entoree this part of the agreement with the 
dealers. 

Mr. Freep. I am not a lawyer, Mr. Thornberry, but it is conten 
plated that the industry itself would carry the burden of disciplining 
and enfor ino the provistons of thisamendment. 

It would a8 rmit the manufacturer to do, as someone has suggested 
they coul ld. go up to the point ot removing the franchise from the 
dealer: A the franchise and doing that without seeking the 
help of any governmental agency. 

Mr. Kirks. Mr. Thornberry, this would permit. if it were enacted 
into law. the filing of a complaint with the Commission: but It 1S not 
necessary that that be the first step, and we feel that the vast major ty 
of the cases could be cured within the industry and without imposing 
an additional burden upon any government: ul agency to enforce it. 

Mr. THorneerry. | would say that it does provide that you cannot 
call on the Federal Trade Commission to take action against them. 

Mr. Kirks. That is correct, sir, and those pressures that exist today 
are pressures that were available to us before the Federal Trade Com 
mission would be invoked. 

Mr. Trornserry. Now, Mr. Freed, if I may, I want to ask you 
another question. I believe this question was asked veste rday. 

Among those dealers that are in your association whom you have 
discussed this with, is there any feeling of fear that you are giving the 
manufacturers a power that will be detri shurar to the recognized 
dealers / 

Mr. Freep. No, sir, and that is the reason that we are appearing 
here sponsoring this type of legislation, 

We have operated under it since practically the inception of ow 
business, until 1948. I know of no time in all those years that we had 
any difficulty in this respect, We think it isa part of the trade system 
and that within our industry, on both sides, we can work it out if we 
are permitted to do this. 

Mr. THorneerry. Thank you very much. 

Mr. Hinsuaw. Mr. Freed, this bill exempts the 1 manufacturers fi 
certain penalties of the Antitrust Act in the event that they include 
certain clauses in an agreement with the dealers and also permits the 
to prov ide certain penalties in that event: but there is nothing that I 
see in the bill that would require a manufacturer to use such device in 
contract; nor is there anything in the bill o propos sed act that would 
provide for the necessity for them to enforce those prov isions, of that 
clause, if they were inserted in such contracts. 

It seems to me that it is purely permissive legislation. 

Mr. Freep. It is permissive legis: ition ; ves, sir. 

Mr. Hrysuaw. But by no means do you consider it dangerous in 
curing an evil? ) 

Mr. Freep. No, sir. We believe, because of our conversations with 
manufacturers and our past experience that we can make this work. 
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We think the competitive system among the manufacturers will guar- 
antee to us that clause will be in the agreements, and they have agreed 
to it. 

Mr. Hinsnaw. You think then that you can trace all such unlawful 
sales and therefore police the act by reporting to the manufacturers 
the violations thereof ? 

Mr. Freep. That is exactly what we did in the old days prior to the 
war; yes, sir. 

Mr. Hinsnaw. Now, it seems to me, just from examining this thing 
casually that this is a bill for the preservation of the business of auto 
mobile dealers; is that right ? 

Mr. Freep. That is right. s 

Mr. Hinsnaw. And only to the extent as such dealers offer 
service—— 

Mr. Freep. Yes, sir. 

Mr. HinsHaw (continuing) : Or provide service of any value to the 
public. 

Mr. Freep. That is right. 

Mr. Hrnsnaw. Do you not think that we ought to benefit the public 
at the same time ? 

Mr. Freep. I certainly do. 

Mr. Hrnsnaw. To the extent, at least, or so far as the other bills 
that I have described and the bills that I introduced provide. 

Mr. Freep. Mr. Hinshaw, I would like to express to this committee 
most emphatically that the National Automobile Dealers Association 
is whole-heartedly behind the Hinshaw bills, that we have in our 
possession. 

Mr. Hinsnaw. Well, I appreciate that. But nowhere in the testi- 
mony that is before us is that statement in evidence, except as it is made 
just now. 

Mr. Freep. This is really my first opportunity, and I am delighted to 
get the opportunity, sir, to make that statement most empahtically, 
that we are most favorable to your measures. We think they are a 
great protection, great protective measures for the public and are cer- 
tainly in keeping with our free-enterprise system. 

Mr. Hinsnaw. I personally appreciate that. 

Now, I would like to know why in connection with this bill which 
you have proposed and which Mr. Crumpacker has introduced that 
you are called upon to carry the ball for the manufacturers. 

Mr. Freep. Well, we are vitally affected. It is our pocketbook. If 
we go broke. why, maybe they can get other dealers in to take our 
places, and they will not last very long either, but we are trying to 
prote ct our own necks. 

Mr. Hrnsnaw. Is this not of interest to the manufacturers ? 

Mr. Freep. We think it is, most decidedly so. 

Mr. Hrnsnaw. Why should not they be here advocating this bill? 

Mr. Freep. Well, if they have not requested it—I do not know. I 
know that we think that we are most vitally affected. They are not 
opposing it. Iam sure of that. I think that they have had observers 
here. 

Mr. Hrinsuaw. There is no obligation under this bill upon the manu- 
facturer to insert such a clause in the contract. 

Mr. Freep. They have informed us, through visits to Detroit and 
in conversations with the presidents and general counsel of the manu- 
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facturers that they would reinsert this into their agreements as soon 
as permission is granted them by the Federal Government. 

Mr. Hinsuaw. Well, that is all very well, but they have not assured 
the committee of that. 

Mr. Freep. No, sir; that is correct. 

Mr. Hinsuaw. Do you not think that it is up to the manufacturers 
to appear before the committee and assure the committee that they 
desire to place such a clause in their franchise contract ¢ 

Mr. Freep. It certainly is entirely in your hands. We have certainly 
not the slightest objection to it. 

What we want, if you please, is action, and if that will do, that is 
fine with us. 

Mr. HinsHaw. Well, we have no assurance whatever except the 
say-so of those who are under contract with the manufacturers that 
the manufacturers would insist upon such a clause in their dealers’ 
contracts or dealer franchise. 

Mr. Freep. We have it on their word. 

Mr. Hinsuaw. You have their word, and you have passed that on, 
but we have no other assurance, and I think that we are entitled to a 
direct assurance. I do not see why the manufacturers are not present 
advocating their own case and the clause in their own contract. 

Mr. Freep. Well, we cannot answer that. We sent it tothem. We 
are unanimously in favor of it. And if there is anything that your 
fine committee can do, if it is to call the manufacturers in, by all means 
do it; but we need assistance and some of our dealers cannot wait 
very long. 

Mr. Hinsnaw. Maybe they do not want toe xpl iin to us the subject 
of freight charges. Maybe that is it. 

Mr. Freep. I do not know. 

Mr. Hinsuaw. It could be. It could be that once they get here they 
might be asked « few questions. It might embarrass them. For in- 
stance, asking them the question as to why they reserve the right to 
say how many automobiles a dealer will take in accordance with that 
franchise, as they sometimes do. They will, of course, as you know, 
force cars on dealers whether or not they can sell them and thus 
provide the excess in one market which can be sold in another. 

Mr. Dotitver. Will the gentleman yield for one question ? 

Mr. Hinsuaw. Mr. Dolliver. 

Mr. Dotiiver. Were the manufacturers invited in, Mr. Clerk? 

Were the manufacturers sent an invitation to come to this hearing? 

The CierK. I will have tocheck that. Ithinkso. It was advertised. 

Mr. Youncer. It is my understanding that the chairman did send 
a letter. Iam not sure about it. 

Mr. Hinsnaw. Well, we will check that. Of course, I do not have 
authority as acting chairman of this committee, but I will suggest to 
the chairman of the committee that if they decline to come, that we 
offer some additional persuasion to them to get them to come in, be 
cause I think that we are entitled to have that information directly 
from them. If we are to foster any such legislation in the Congress, I 
think that we would be derelict of our duty if we did not obtain 
directly the assurance of the person who is going to place the clause in 
the contract as to whether or not he so desires it and would enforce the 
clause in the contract. I think that you should want him to appear 
and make that assurance. Do you not‘ 
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Mr. Freep. We would certainly welcome it ; certainly so. 

And I am sure that every member that we have would be very happy 
over such a situation. 

Mr. Hinsuaw. Now, is there any other item which should be heard 
at this time, such as this matter that our friend from Baltimore (Mr. 
Webster) mentioned earlier in the test lmony before the committee this 
morning? Mr. Webster referred to the business of the manufacturers 
requiring a dealer to take more cars than he could sell on the retai! 
market in his area. 

Mr. Freep. I do not know about that at all, sir. I do not think that 
I am in a position to discuss that testimony. I ae not know enough of 
the facts regarding it and it is a franchise matte Personal experi- 
ences differ. | certainly think that that is a matter for your com- 
mittee and not for me. 

Mr. Hinsuaw. Now, if you were proposing, instead of our report- 
ing a bill out, that we conduct a very thorough investigation of the 
method of sale 

Mr. Freep (interposing). No; I am not proposing that. 

Mr. Hinsuaw. Well, | would like to know just what you mean then 
by saying that you are not prepared to offer the sustaining testimony 
be cause you are not direc tly affected and so on. 

Mr. Kirxs. Mr. Chairman, may I speak to that ? 

Mr. Hinsuaw. Yes. Just amoment, please. 

The clerk of the committee desires to report on the question that 
was asked him. 

The Crerk. Mr. Chairman, the manufacturers were not requested 
or invited toappear. The notice appeared in the Record and was made 
public, as is true in each instance where we hold a hearing, and we have 
had inquiries from the manufacturers, but no one requested to appear. 

Mr. Hinsuaw. Very good. Thank you. 

Mr. Freep. Mr. Hinshaw, may I say this, that we most emphatically 
recognize that we have got other problems in addition to the ones dis 
cussed here this morning. W e hi ave hootlegging, of course, We have 
the freight problem as discussed. We have territorial protection— 
most assuredly we have some of the items in our franchise such as can- 
cellation without cause, and many other things that we have programs 
on up for discussion with the specific manufacturers. We have many 
programs. 

But, our immediate problem and where as a trade association at this 
moment we think we need your help is in bootlegging and we are also 
delighted that you are a little ahead of us on the transportation 
problem. 

So, those are two things today that would mean a great change in 
our business practices, and we think they are in the interest of the 
public: but it is another matter: and certainly we do not mean to say 
that they are not problems that we are working on, on an industry 
basis, and we hope to be able to solve them without Government as- 
sistance if we possibly can. We do not know that we can, but we 
hone so, sit’. 

Mr. Hinsnaw. Well, that is very good news, Mr. Freed, but since 
we are requested to do a piecemeal job, I think that we have a duty 
to find out what other things should be done and as to whether or 
not we should take any additional action than that which is proposed, 
if we should take the proposed action. 

Mr. Freep. Surely. 
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Mr. Hinsnaw. Because after all we sit here in the interest of the 
public. 

Mr. Freep. That is right. 

Mr. Hinsnaw. And it is the public interest which we are charged 
with fostering. 

Mr. Youncer. Will the gentleman yield ? 

Mr. HinsHaw. Yes, I will yield tothe ventleman. 

Mr. Youncer. You made a statement that interested me. You say 
there is a clause in your franchise that gives the manufacturer the 
right to cancel without notice. 

Mr. Freep. No, without reason. 

Mr. Youncer. Without reason ? 

Mr. Freep. Without specific cause, generally. That is what it is 
termed in our industry. 

Mr. Youncrer. You made the statement a while ago that they could 
cancel without cause. , 

Mr. Freep. Without a specific cause being stated in the cancella 
tion ; yes, sir. 

Mr. Younecrer. What actually does that clause in your franchise 
now provide? , 

Mr. Freep. I cannot give it to you actually, but we can supply it. 

Mr. Kirks. Just one moment, please, and I will get a copy of a 
franchise. 

Mr. Freep. He can get a copy of a franchise; one franchise. They 
all differ in that respect. 

Mr. Youncer. As I caught your statement you said they could can- 
cel without cause. 

Mr. Freep. That is right, and on certain days’ notice. And, they 
differ in the different franchises. 

Mr. Youncer. Now, they can cancel without cause. And, if they 
can do that, if that is an accurate statement and that is now legally in 
your franchise, then I think it is very clear that the manufacturers 
could stop this immediately, if they wanted to. If they have got a 
clause in there that they could cancel without cause, then they cal 
cancel anyone’s franchise that they wanted to, and they could cleat 
this up in a minute if that clause is in there. 

Mr. Kirxs. May I answer that question, sir / 

Mr. Youncer. Yes. 

Mr. Kirxs. If a manufacturer canceled a franchise and it could 
be traced that the basis for that cancellation was the practice of boot 
legging, then, according to the Department of Justice that manufac- 
turere would be subject to criminal prosecution. 

So, certainly the manufacturer can cancel a franchise today with 
out this legislation; but if upon investigation it could be traced that 
this was a case that he was trying to stop bootlegging, then they are 
under the threat of prosecution. 

Mr. Youncer. That is a pretty fine legal distinction that I do not 
understand, not being a lawyer. 

Mr. Kirxs. It is enough distinction, sir, to deter the manufacturer 
from subjecting himself to the risk. 

Mr. Youncer. I think it is rather a distinction in which the manu- 
facturer rather not cancel the contract because of the sale of cars. 
I think that isthe true position. 

Mr. Kirks. It is working out that way in actual practice. 








122. AGREEMENTS RESTRICTING SALES OF MOTOR VEHICLES 
Mr. Youncer. In honesty, I think that statement ought to be made. 
That is all. 

Mr. Hrnsuaw. Mr. Mack, you desire to ask another question ? 

Mr. Macx. Yes, Mr. Chairman. I do not believe you were here 
yesterday at the time that I referred to this. I mentioned that I 
thought that your bill merited consideration by this committee. I 
think it is a very important subject that you have brought up. But, 
I do not believe that the Hinshaw bills would correct the problem you 
have today. Isthat correct ? 

Mr. Freep. We have I think said that it is. It certainly would 
take a lot of the profit out of the bootlegging operations, and I am con- 
fident that it would have quite an effect in distant freight rate areas. 
Yes, sir: I think it is an important part of this. 

Mr. Mack. In other words, you have amended your statement to 1n- 
clude the Hinshaw bill, one of the Hinshaw bills. 

Mr. Freep. Yes, sir; I did. 

Mr. Mack. As well as H. R. 9769? 

Mr. Freep. Yes, sir. 

Mr. Mack. Another point I want to mention is that as far as pro- 
tecting the public is concerned, I believe one of the statements in- 
cluded the number of dealers and the amount of business they did. 
I believe that 4 out of every 5 dealers sells less than 100 automobiles 
a year. 

Mr. Freep. That is correct. 

Mr. Mack. And it is a large percentage of the small business oper- 
ations of the country. 

Mr. Freep. That is right. 

Mr. Mack. And if you have a continuation of this bootlegging busi- 
ness, many of the small operators would be eliminated. 

Mr. Freep. Yes, sir; they are going out of business every day. 

Mr. Mack. And you would have many people who are employed 
who would be thrown out of an employment in addition to the ques- 
tion of the service rendered by the dealers to the general public. 

Mr. Freep. Yes, sir. 

Mr. Mack. So that you believe if we could accomplish what you 
want to accomplish we would be rendering a service to the general pub- 
lic as well as to the dealers themselves. 

Mr. Freep. Yes sir; we agree with that. 

Mr. Mack. I have no further questions. 

Mr. Hinsnaw. If there are no further questions at this time, Mr. 
Freed, unless the full committee wants to discuss the subject further, 
we thank you for your presentation here and are glad to have had your 
informative statement. 

Mr. Freep. Thank you, sir, very much. And, we hope for the pas- 
sage of the three bills as discussed this morning. 

Mr. Hinsnaw. I am sure that we will have considerable difficulty 
finding space in the program of this particular session of Congress, 
but it certainly will be considered and if not considered on the floor 
or by executive session of the committee in this Congress, I am sure 
that the matter is of sufficient interest so that it will be taken up at 
the next session. 

Mr. Freep. We hope so, sir, because of the necessity for your help. 
If there is delay there will be fewer of us still in business at that time 
I am sure. We need your help. We thank you very much. 





) 
J 





Wie 


AGREEMENTS RESTRICTING SALES OF MOTOR VEHICLES 123 


Mr. Hinsiiaw. Is Mr. Kintner here ? 

Mr. Kintner. Yes, Mr. Chairman. 

Mr. Kirxs. May I, Mr. Hinshaw, before Mr. Kintner appears, offer 
our services in making available to the committee any additional 
formation we have. We have copies of franchises. If you wish those 
made available to you, we will be happy to make them available for 
study by the committee. 

Mr. Hinsuaw. I think our staff would very likely want to study a 
few of those, certainly of the several larger manufacturers and th 
more important manufacturers. 

Mr. Kirx«s. All right, sir. Rather than take time now to discuss 
these terminations of these franchises in this industry, I think that 
they will appear clearly from the franchises themselves, as to those 
provisions. We will be glad to do that so that if the committee 
wishes any further evidence of this matter, please feel free to call 
upon us. 

Mr. Hinsuaw. I wish you would at the same time you submit those 
franchises, or a series of franchises, that you also submit a series of 
franchises that were in effect before the Department of Justice called 
attention to the liability. 

Mr. Kir«s. Before 1948 ? 

Mr. Hinsuaw. Yes. 

Mr. Kirxs. We will endeavor to get those for you, sir. 

(The information requested was placed in the committee files.) 

Mr. Kirks. And, if I may offer for the record also, here is an ad 
ditional illustration of a bootlegging operation advertising new cars 
at wholesale. In this particular case they are from Missouri and, 
it is directed to distant points with $37.50 freight indicated, which is 
a marked distinction where a person in ¢ ‘alifornia would be desirous 
of dealing. 

Mr. Hinsuaw. That will be put into the record. 

Mr. Kirxs. Thank you, sir. 

(The matter referred to is as follows 3 


BOB GAISER’S MOTOR CENTER, LEMAY, MO 
WHOLESALERS TO THE WES1 
GET ON THE BANDWAGON 


Our prices have got to be right We sold 65 cars to the bay area last week 
You are passing up untold profit by not buying from us. We undersell new car 
dealers in our own area, so imagine what the same cars at the same prices will 
do for you on the west coast It’s no secret our overhead as used-car dealers is 
not as high as new-car dealers, so if you own a new car as cheap or cheaper than 
a new-car dealer, why can’t you undersell him? 

We can sell you any make or model you would want. If you don’t see the car 
you want on the below examples of our stock, call us and we will get or probably 
already have it. But space prevents us listing it. 


NEW CARS 


1954 Plymouth Suburban, heater, tinted glass 7 $2, 150 
1954 Plymouth Belvedere 4 door, heater, group No. 1 1, 925 
1954 Savoy 2 door, overdrive, heater, tinted glass, group No. 1 1, 900 
1954 Plymouth Belvedere Coupe, radio, heater, overdrive 2, 325 
1954 Plymouth Belvedere Coupe, radio, heater, Hydrive 2. 875 
1953 Oldsmobile Holiday 88 Coupe Hydramatic, heater, power steering 

white tires, tinted glass 3, 000 
1953 Ford Ranch Wagon, radio, heater, Fordamati« 2, 225 
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NEW CARS 


1953 Ford Country Sedan, radio, heater, Fordamati« $2, 450 
1953 Chevrolet 210, 4 door, Powerglide : 1, 725 
1953 Chevrolet Townsman ie 2, O75 
1953 Mercury Monterey Coupe, radio, heater, Mercromatic, white tires, 

tinted glass, full vinyl interior P 2, 525 
1953 Dodge Meadowbrook Gyromatic, heater 1, 675 
1953 Pontiac Catalina, radio, heater, Powerglide, white tires 2, 625 
1953 Buick Roadmaster Riviera’ Coupe, radio, heater, Dynaflow, power 

brakes, power steering, white tires ‘i 3, 000 


USED CARS 


1951 Mercury’s, radio, heater, overdrive 
1951 Coupe De Ville, radio, heater, 2 spots 


=m 1, 100 


2. 650 


1952 Chevrolet, radio, heater 1, 225 
1952 Plymouth Suburban, radio, heater 1, 250 
1951 Plymouth Suburban, radio, heate1 ; 1, 100 


Remember you don’t pay for your car until it is delivered to you and it only 
costs you $37.50 for delivery Order now while there is still plenty of selection 
Chevrolet has cut production 85 percent for next month, so 1 or 2 on hand 
wouldn’t be bad. Yours for more business 


Bos GAISER 


Mr. Hinsunaw. The other exhibits wil 


be accepted as exhibits, but 
hot ne luded in the record, merely for consideration and advice of the 
committee, 

Mr. Kirkxs. Yes,sir. Thank you 


STATEMENT OF EARL W. KINTNER, GENERAL COUNSEL, FEDERAL 
TRADE COMMISSION, WASHINGTON, D. C. 


Mr. Hinsuaw. Now, Mr. Kintner, has the Federal Trade Commis 
sion had time to look over the bills which I introduced, H. R. 9916 and 
H. R. 9917, and to make a statement concerning them 4 

Mr. Kinrner. The Commission, sir, has had your bills under con 
sideration and I believe this morning was debating the nature of the 
report which the Commission would submit first to the Bureau of the 
Budget and then to this committee, in accordance with the usual pro- 
cedure. 

Mr. Hinsuaw. Can we expect that report by the (Commission 
shortly ? 

Mr. Kinrner. Yes, sir. It certainly will be forthcoming as soon 
as possible. We are making every effort to expedite the report. 

Anything which I might tel] you would merely bea presentation of 
my own thinking in the matter. 

Mr. Hinsuaw. Are you prepared to reflect your own thinking? 

Mr. Kinrner. I can, sir, say that so far as I am personally con- 
cerned I do not believe that there is great need for this legislation. 
However. I do not object to the spirit of the legislation. 

As I understand it is aimed primarily at false inventorying prac- 
tices, and it is my personal view that such practices have always been 
considered unfair methods of competition under the law. 

Mr. Hinsuaw. Then why has not the Federal Trade Commission 
done something about it ? 

Mr. Kintner. We do not readily get many complaints from auto- 
mobile dealers for reasons which you, sir, undoubtedly could appre- 
ciate. 
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Mr. Hinsnaw. Well, I am sure that the public, including me, and 
John Q. Public, is under the thorough belief that it is legal practice 
because it has not been complained of by any Government agency. 

I am a good representative of John Q. Public in that respect, and I 
certainly have always paid it thinking it a perfectly legal charge for 
anyone to make, 

Mr. Kinrner. It would depend 

Mr. Hinsuaw (continuing). And I presume there are 165 millions 
of other people who feel the same way about it. 

Now, if it is not to be condoned, w hy do you not do something about 
it? Of course I know you are not the Commission, but you are the 
agent of the Commission that is here appearing to represent them. 
But I speak to you as the Commission. 

Mr. Kinrner. I might say, sir, that in conformity with the liaison 
arrangement with the Department of Justice, that all matters except 
those matters dealing with automobile accessories and supplies have 
in recent months, been referred to the Department of Justice in con 
nection with the investigation of the automobile industry. 

Mr. Hinsnaw. Well I can only Sa) that while this other practice 
which they have very eV idently gone into at some leneth and declared 
to be unlawful, does not cost the automobile buyer any where near as 
much as this practice which comes under the prov isions of these two 


bills. That does cost the consumer some money. You can start by 
saving the consumer some money right now and not have to wait any 
longer. 

Mr. Kintner. I will say, sir, the Commission will be happy to re- 
ceive any complaint and to act on it. 

Mr. Hinsnaw. I will file one as soon as I get the bill out of my office 
for the car that I have now, and I am sure that you can pull one out 
of your pocket or desk and each one of the Commissioners undoubtedly 
owns an automobile and he can pull that bill out of his pocket, and 
every member of the Justice Department can pull a bill out of his 
pocket that he received for an automobile, and find in it unauthorized 
and illegal freight charges. 

Now, do we have to go any further than that ? 

Mr. Kinrner. Well, certainly, we will consider the complaint, sir. 

Mr. Hinsuaw. How about making some complaints yourself ? 

Mr. Kintwner. Of course, the Department of Justice is, in conformity 
with the arrangement between the two agencies, handling these mat 
ters in connection with their investigation. 

Mr. Hrnsuaw. Well, I think that they are wasting a lot of time pro 
hibiting people from doing something which formerly has been con 
sidered legal and not doing something about an absolutely illegal 
matter which the manufacturers have been putting over for years. _ 

Mr. Krinrner. I think that the Commission certainly has jurisdic 
tion where purchasers are deceived by representations that delivery 
costs are greater than they actually are or cases where the pricing prac 
tices of a manufacturer may otherwise constitute an unfair method of 
competition; unfair and deceptive practice. — ” 

Mr. Hrysuaw. Unfair and deceptive—it is positively taking money 
away from the public that they are not required to pay. — 

Mr. Kinrner. The Commission has, in a number of other cases in 
the past, instituted action in connection with the violation of section 5 
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of the Federal Trade Commission Act where false statements have 
been made that shippi ng costs were in excess of actual costs of making 
shipment. And if these invoices that I have in mind actually mis- 
represented the cost of making shipments then certainly it is a matter 
which should be considered as a possible violation of the law. 

Mr. Hrnsuaw. Well, I will say that there are at the present time 
around 5 million such cases, or 6 million such cases a year, and that 
certainly ought to be ample evidence. I recommend to you that if it is 

. false or deceptive practice of bilging the public out of any money, 
pine can find plenty of causes of action right m the bills in the hands of 
the various Commissioners and in the hands of the Attorney General’s 
staff. 

Mr. Mack. Did you state that that practice is an illegal re actice ? 

Mr. Kinrner. I stated that in my personal opinion. You under- 
stand, Congressman Mack, I am not prepared to submit on behalf of 
the Commission its report upon the Hinshaw bills. That report will 
be forthcoming as soon as possible. But I stated— 

Mr. Hinsnaw. You understand that I do not mean anything per- 
sonal in my forcible statement, which was as forcible as I could ! make 
it, justa few momentsago. There is nothing personal. 

Mr. Krntrner. I understand that. Both of us have our jobs to do. 

Mr. Mack. The reason I asked that question is I am somewhat sur- 
prised at the statement that they were aware of it. I was busy at the 
time the statement was made and I did not get the full reply. But 
I assume that they will submit information if you plan to have further 
hearings on your bill. 

Mr. Hinsuaw. I do not know about that. That is up to the chair- 
man. 

Mr. Mack. I assume th: at they will come up officially to testify as 
a Commission and to state their position. 

Mr. Kintner. If the committee so desires, of course. You have only 
to request and we will appear. 

Mr. Hinsnaw. It is Mr. Kintner’s statement, I believe, that in his 
personal belief—not speaking for the Commission, because they have 
not made a decision—it is his personal belief that the provisions of 
H. R. 9916 and H. R. 9917 were not necessary because the acts therein 
referred to are already illegal and the Commission has the power to 
correct it under the present act 

Mr. Mack. That is the statement I missed. 

Mr. Kintner. Where, sir, this is actually deception, and I would 
say that that would seem to be. 

Mr. Mack. Mr. Kintner, this is not a new practice? Has not this 
been continuing for the last 25 years ? 

Mr. Kinrner. False invoicing has appeared in many industries in 
the past. 

Mr. Mack. Does it not present a particularly difficult problem to 
vet a realistic freight rate on many of the manufactured products in 
certain areas because of the mode of distribution and the methods of 
distributors in various areas ? 

Mr. Krntner. I do not think so. Of course you and I may be 
speaking of two different things. If you have in mind the practice of 
ebsorbing freight charges, then we are talking about two different 
things. I have in mind the actual practice of false invoicing which 
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is placing on the invoice an improper amount and stating that that 
is say, freight costs. 

Mr. Mack. I would imagine that the manufacturers have a prob- 
lem as well in that they must distribute all over the country in quite 
large areas and that in some instances it might be difficult for them 
to establish realistic freight rates in the area. 

Mr. Kinrner. Well, lam sure that would be a problem. 

Mr. Mack. Personally, at least, it appears to me that the manu- 
facturers would be as interested as anyone in selling automobiles in 
California and as interested as they are in selling them in Illinois, and 
they must receive a certain price for the automobile. It cost so much 
to manufacture it. And it would seem that they would make some 
attempt to make a realistic distribution of the freight rates as well as 
other costs. 

It would appear to me that if the freight rates were reduced in my 
area and the manufacturers had unrealistic freight rates, that, as it 
costs them so much to manufacture the automobile, they might in- 
crease the base price of the commodity to get it back up to the same 
level. 

And is it not true also that the automotive industry has special 
problems in that in some cases certain automobiles are distributed from 
one area and originate in another area that practically joins that area 
in point of distribution. Are there not two problems there? In other 
words, in some places they will ship the manufactured parts to an 
assembly plant and from that assembly plant they will distribute au- 
tomobiles back into almost the same area where they distribute from 
the original factory. 

Mr. Kintrner. I do not pretend to be an expert in that field, sir, 
but you may well be right. 

I might add again—and this represents, Mr. Chairman, my per- 
sinal opinion, the bill would add to the present coverage of section 5 
of the Federal Trade Commission Act by including situations where 
the vendees are fully aware that the amounts charged or collected 
for transportation are in excess of the actual shipping costs. 

It is not believed, however, that the passage of the proposed legis- 
lation—and this again is my opinion—would have any substantial 
effect upon such situations, since the sellers would avoid the applica- 
tion of the proposed legislation simply by not designating any par- 
ticular amount as transportation costs. 

Mr. Hinsuaw. Well, I want to suggest anyway that they might 
avoid it, but it seems to me that this might result in a saving of money 
to the people of the country. 

I think that it is the duty of the Commission to protect the interest 
of the people. 

Mr. Kinrner. The Commission is aware that there is a substantial 
problem with respect to this industry and that that problem needs 
a great deal of intensive study and correction one Way or another, 
either under the existing laws or by new legislation. 

Mr. Hinsnaw. Is the Federal Trade Commission now studying 
this problem intensively ¢ 

Mr. Kintner. No, sir. Such study as is being made with re spect 
to the industry generally is being made by the Department of Justice 
and we are most hopeful that that investigation will result in point 
ing the way to corrective action. 





128 AGREEMENTS RESTRICTING SALES OF MOTOR VEHICLES 


he Commission was quite willing, under Mr. Crumpacker’s reso- 
lution, to engage in the investigation that he requested, if the Con- 
gress so desired, and the Commission still, of course, stands ready to 
conduct any investigation that the Congress desires. 

You, I am sure, appreciate, sir, that it would be an unnecessary 
dup lication of effort and waste of pub lic money for both agencies to 
be conducting a large-scale investigation of the automobile industry 
at the same time and with per hi Lps the same objec tives in mind. 

Mr. Hinsuaw. Very good, sir. We—— 

Mr. Mack. Mr. Chairman, may I ask one question ? 

Mr. Hrysuaw (continuing). We thank you for your pe ‘rsonal state- 
ment and expression of your personal views, and trust that the Com- 
mission will come up very shortly with its views. 

Mr. Mack. 

Mr. Mack. The freight rates presently are realistic if the manu- 
factured product is shipped as a finished product and shipped from 
say Detroit to California ; is it not ? 

Mr. Kinrner. Again, sir, I am not expert on this industry I would 
assume so, but I do. 

Mr. Mack. I think it is safe to assume that that is correct. But, 
in the case of the parts being broken down and shipped out then it 
is unrealistic, an unrealistic freight rate. 

Mr. Krnrner. That appears to create a mixed situation. Perhaps 
that is what you had in mind when you said it would be difficult to 
fix the actual freight rate for freight to be charged to a particular 
sale, where that situation obtains. 

Mr. Mack. That is the same question that I asked before. 

Mr. KINTNER. And | can see that it would be difficult. I suppose 
like many other difficult propositions, however, it is not impossible of 
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sol ition. 

Mr. Mack. Mr. Chairman, as I stated before, I am very much in- 
terested in your ‘ite and I feel that they should be looked into, and 
I do hope we will have a report from the Commission, and I join you 
in thanking Mr. Kintner for his personal views on the subject. 

Mr. Hinsnaw. I think that is all for the time and the committee 
will adjourn. 

I think I should say that the hearings will be recessed to meet at 
the call of the Chair. 

(Thereu; on, at 12:53 p. m.. the committee adjourned as above indi- 
cated.) 





